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Sat, 

I am ditected to submit herewith the report of the Export Promotion 
Committee constituted in terms of the following resolution No. G4-CW(84)/49 
id the 9th July 1949 of the Government of India, Ministry of Commerce— 

'‘The Government of India have viewed with great concern the unfavourable 
balance of trade position of India and have been considering ways and means 
to achieve a balance between exports and imports. With this end in view they 
have decided that a committee should he appointed to make recommendations 
for stepping up exports with the following terms of reference: — 

(lj To make recommendations as to the measures to be adopted for 
stepping up exports so as to achieve balanced trade, with parti¬ 
cular reieience to exports !o hard currency countries. 

(‘4) To examine impediments in the way of increased exports particularly 
price, quality and licensing mechanism, and to suggest what 
should be done to remedy the situation. 

(if) To make recommendations on any other matter relevant to the 
main subject of promotion of export trade. 

2. The Committee will consist of-— 

Chairman. 

Shri A. 1). Gorvvftla. 

Ale ether#. 


1. Slui K. D. Jalaii. 

2, Shri Debes Chandra Ghoali. 
ii. Shri Kntilul Mtilji Gandhi. 

4. Prof. 1). U. Gadgil. 

Mr. G. Euthymopulo. 

(i. Shri Abdul Jalil. 

7. One representative of labour. 

H. One representative of primary producers. 

9. Deputy Director General (Development non-engineering), Ministry of 
Industry and Supply. 

10. Shri L. K. Jha (Member-Secretary). 


Government may appoint further members to the Committee as a nd 
when necessary. 



(ii) 

The Committee may co-opt techuical officers of the Government of India 
ns members when relevant matters relating to their work come up 
for examination. 

The Committee is accordingly requested to undertake the necessary 
enquiries and to make its recommendations by September 15tli at 
the latest. The Committee imij submit interim recommendations 
where they find that immediate action is called for and can be 
taken without waiting for the full report. 

The headquarters of the Committee will be at Bombay and it may \isit 
such places as it may consider necessary for the purpose of this 
enquiry. The Government of India trust that firms, Chambers 
of Commerce, Associations and persons who are interested or 
knowledgeable in subjects coming under the inquiry will afford the 
Committee all the assistance that it may require and will comply 
with any request for information that may be made.” 

8. Prof. Gadgil was unable to join (lie Committee. The representatives of 
labour mid primary producers respectively were Shri Hurihar Nath Shastri and 
Slid Upeudra Nath Barman. 

4. The Committee began its first session on the Ihhttl July 1041) in New Delhi. 
Ten meetings of the Committee were held in Delhi, seven in Calcutta and the 
rest in Bombay. The final session of the Committee for considering the draft 
report begun in Bombay on 11th September and the report was signed on the 
18th September 1949 by all (ho members except Shri I). 0. Ghosh who was 
nimble to attend. 

Al its concluding session, the Committee desired that its high appre¬ 
ciation of the work of the Chairman should he conveyed to Government. 


Yours faithfully 


L. K. JHA, 
MeiHber-Secrcturji. 
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PART I 


PRINCIPLES 

Balance of Payments: an Analysis 

The appointment of the Committee arose out of the serious problem in 
relation to the balance of payments faced by the country at present. It will, 
therefore, not be out of place to make general observations on the nature of 
the balance of payments problem in India and the extent to which a policy 
affecting exports unilaterally could he successful in dealing with it. 

2. The mechanism of dealing with the problem of balance of payments 
under conditions of lames fair?, economy was that of adjusting either the ex¬ 
change rates or the internal level of prices. When there was a divergence 
between the internal and external levels of prices, imports into a country were 
encouraged and exports correspondingly discouraged. This created a gap 
between the volume of resources earned bv the country abroad and the pay¬ 
ments it had to make to foreigners. Such a gap could he met for a time by 
drawing on accumulated foreign resources, by export of capital' or gold or by 
borrowing abroad. In the meanwhile, file action of free imports of cheap 
foreign goods was expected suitably to depress the internal prices and bring 
them in line with the international price levels. If for any reason, such realign¬ 
ment of internal and international price levels was not possible and an adverse 
balance of payment continued for any length of time, pressure would be 
brought on the rates of exchange. A continuous adverse balance of trade which 
was either not rectified by an appropriate change in price levels or could net 
be financed by external, credits would result in depreciating the value of the 
currency of the country in terms of currencies of the other countries. On the 
other hand, exchange depreciation could also he used as a means of correcting 
an unfavourable balance of trade when it was thought for any reason neces¬ 
sary not to lot the changes in the international price level press heavily on 
the level of internal prices. In a lames fairs economy international prices and 
internal prices, the rates of exchange and the ability to obtain credits abroad 
or to export gold abroad, were all closely inter-related. 

3. It cannot be said that the adjustments indicated above were, brought 
about always either with rapidity or ease. This was specially the ease during 
the inter-war period. For the larger part of this period control exercised 
over foreign trade by most countries was small and reliance was placed on 
adjustment, of exchanges and levels of prices under comparatively competitive 
conditions to bring about the necessary balances in international payments, 
t older stress of the depression of the thirties, however, a number of countries 
resorted to policies of deliberate exchange depreciation or restrictions of foreign 
trade in order to achieve certain ends of internal economic policy and balance. 
This is not the place to discuss how far these measures were either justified 
or successful. It is however appropriate to point out that India was not one 
of the countries which adopted these restrictive or regulatory practices, and also 
that the attainment of a balance of foreign payments during the depression 
vears cost India a. large part of its aeenrninulated hoards of gold. 

4. Whatever view one may hold regarding the automatic adjustments of 
balance of payments brought about in a lames faire economy, it must be re¬ 
cognised that those methods of adjustment ar e not at present available to us. 
The entire foreign trade of most countries of the world was under governmental 
regulation and control for all the war years. In the post-war period, there has 
been some relaxation of controls over foreign trade in India and in other 
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countries. However, in most countries of the world it has not been possible to 
go far in this direction. The main reason for this appears to be the lack of 
basic adjustments in fundamental economic conditions without which it is 
considered dangerous to relax the controls over foreign trade. The period of 
transition which had been anticipated a* being necessary to bring about these 
adjustments has been much longer than had been expected. Fundamentally, 
the necessary basic adjustment is that between the value of the currency of 
a country as reflected by its internal price level and the level of international 
prices. In wartime, movements of price levels in the various countries had 
not been uniform and the policies pursued in the budgetary and monetary 
spheres by the different countries in the post-war period have also not been the 
same. For India, the value of the rupee declared to the International Monetary 
Fund was placed at its prewar level. Tt is doubtful whether at the time of the 
declaration the internal price level was adjusted to the value of the monetary 
unit. And the necessary adjustment of the Indian price level to the inter¬ 
national level of price lias been actually made more difficult by policies declared 
in 1947-48. Therefore, as long as a more reasonable relation between internal 
and international price levels is not established and resort cannot in the alterna¬ 
tive he had to exchange depreciation, a. continuous control of foreign trade and 
watching of the balance of payments situation closely becomes imperative. Tt 
is naturally the hope of nil that resort to exchange depreciation should ulti¬ 
mately not he necessary. But the possibility of avoiding an adjustment 
in the value of currency depends on the effectiveness of the action in bringing 
about the necessary changes in internal price levels within a, reasonable period, 
it may he remarked that the adjustment of the value of the currency here 
referred to is not only in relation to the currencies of the hard currency area. 
The disparities in the movements of internal prices and prices abroad are in & 
large measure responsible for the adverse balance of trade now experienced by 
India. On a superficial examination of the present position, there would thus 
be required considerable depreciation of the rupee even, in terms of sterling for 
bringing about the type of adjustment that would have been brought about 
under conditions of loi**c9 jaire. It is clearly not in the interests of the country 
that such an adjustment of the value of its currency shoo'd he forced upon it. 

:>. The other check to a. continued maladjustment of balance of payments in 
a free economy would he lack of foreign credits or internal liquid resources by 
means of which the gap could he covered. It happens that the accumulation 
by India of sterling balances during live wav lias temporarily made this difficulty 
of little account. The continuous availability of large balances abroad during 
the post-war period must he held responsible for the urgency and gravity of 
tin. balance of payments position not, being brought home early enough to or 
its not being considered serious enough by the Government or the people of 
India. If these resources had not been available—just as if the gold-hoards 
had not been available during the last decade—government would have been 
forced to take action either in relation to imports or in relation to the internal 
price level. It could postpone action only because of the possibility of reliance 
on these accumulations. 

(j. The above will have made it clear that the present problem of the balance 
of payments is a problem arising chiefly out of certain fundamental maladjust¬ 
ments in the economy. As long as these are not corrected, considerable res¬ 
trictions on foreign trade will be found to he necessary. And in the absence 
of such restrictions, u frittering away of our hard-earned balances is almost 
inevitable. In view of this, we take it for granted that an ; ppropriate re¬ 
gulatory policy in relation to imports will be an important part of the Govern¬ 
ment drive towards the attainment of a balance of international payments. It 
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is obvious that there are certain basic needs of the country which can only be 
met by imports; the deficit in food, as long as it exists ami our lacking essential 
materials like petroleum must always lead to substantial imports. Tt is also 
extremely important for the country to import capital goods both for replace¬ 
ment and development purposes, in (he circumstances, an order of priority 
for imports and a system of qualitative and quantitative restrictions on imports 
must be maintained. There is also a close connection between impoiss and 
exports. This is especially close in countries which export goods manufactured 
out of imported raw materials. Relation between imports and exports is not 
equally close in India. However, manufacturing activity whether lending to 
exports or to the avoidance of large imports for interna! use does require sub¬ 
stantial imports of essential materials of all types. Thus the import programme 
and import priorities would look not only to basic needs like food but also to 
the operation of the whole economy and its ability to produce- primary and 
secondary goods both for internal consumption and for export. 

7. At this stage, it would be appropriate to refer to changes in policies of the 
government of India regarding imports during the post-war period and es- 
pecin.llv to the loosening of import controls as part of the anti-inHationai \ 
drive (hiring the last. year. The restrictions on imports and the list of articles 
that could be imported with no special licences have undergone many and wide 
fluctuations during the post-war period. At times it has been felt that severe 
restrictions on imports were necessary in order to conserve essential exchange 
resources and at others it has been he'd that the inability to utilise the available 
foreign exchange resources by making adequate imports was compromising India s 
position in international agreements! Import policies have fluctuated from on • 
extreme to another according to the sentiment powerful at- any particular time. 

It, is difficult to say to what extent the variations in the values of imports were 
due to fluctuations in import policies and to what extent they wore duo lo ot.lioi 
factors such as availabilities and price-relations. It is obvious that the. lack oi 
import restrictions may lead to a deficit balance in international payments when 
a nuil-adjustment of price-levels invites such a deficit. Lhe fundamental Jenson 
for the balance of payments 'difficulties must be held to be the maladjustment 
in the price levels. Tt may he said, that the non-emergence of an adverse 
balance in 1947-48 was at least as much due to the lack of export availabilities 
in industrial countries and the comparatively small gap between Indian and 
other prices as to. the restrictions laid by the Indian Government en imports. 
Ou the other hand, the rapid spurt of imports of all varieties of goods during 
the last 12 months has been the result, fundamentally of the previous in¬ 
flationary rise of prices in India The rise of prices that took place in India 
diving the first three quarters of 1948 made the Indian market considerably 
more attractive to foreign goods than other markets, it, was this which was 
primarily responsible for attracting large imports. Tt must at the same time 
be admitted that the contemporaneous loosenitier of import controls made il 
possible fot importers to take advantage of the- possibilities ot making profit, 
in the Indian market opened by the rise of prices. 

8. In view of this, it is instructive to note that the liberalising of the open 
general licence is considered by some to have been a part of the anti-inflationary 
drive of the Government of India. The statement may be interpreted as mean¬ 
ing that the Government of India desired to check 't.-li e tendency of internal 
prices to rise by bringing in imports of consumer goods which only shows how 
the inability of Government in the absence of an appropriate budgetary, credit 
and control policy, makes it adopt temporary palliatives which may lead to an 
ultimate worsening of the situation. The inability of Government to check a 
rise in prices of manufactured products led it to encourage imports which would 
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not otherwise he urgently required and the flood of consequent imports ulti¬ 
mately led to a serious balance of payments situation and the frittering away 
of valuable assets for non-essential consumer goods. 

9. Equally with imports the volume and values of exports are a reflection 
chiefly ol the price relations and of the over-all price situation. The volume 
of exports depends essentially on the competitive position of the goods of a 
country in the international market. Even in goods in which the country 
might hold a monopoly, the uternational demand is never perfectly iuelastic. 
During war, when hulk buying by Government was common, comparative prices 
did not directly influence the volume or value of export trade. Now that many 
ol the wartime practices have been given up, tile price factor is becoming more 
and more important. During the immediate post-war peroid, a general 
scarcity ot ail kinds of commodities created a situation in which important 
producer countries could sell large quantities of their products with little rela¬ 
tion to tlie price factor. In tile last 12 mouths, the conditions <>/ a sellers 
market have vanished and this has made the price factor once again important. 
The divergent movements ol the imports and exports of India are thus merely 
two aspects of the same situaton. India has been unable to export larger 
quantities of. its important products even when world trade as a whole has been 
expanding. An examination of the position in relation to any of the staple 
Indian exports would illustrate this. The exports of manufactures of jute arc 
stagnant or declining even when the demand for packaging materials all over 
the world should on all accounts be very brisk. A material which is essential 
and well adapted for the purpose for which it is used may yet And difficulties 
of sale it its price level is pitched too high in relation to the requirements of the 
situation. The great difficulties experienced n selling important oilseeds and 
vegetable oils are acknowledge to lie. due almost entirely to the price factor. 
On the other hand, the good showing of tea is due not only to the price of 
Indian tea being kept at a moderate level but also to its having an advantage 
over its nearest competitor, tea from Ceylon. The history of sugar prices and 
the discussions of the possibilities of its exports exemplify in a striking degree 
the close connection between an intelligent internal policy regarding controls 
and the whole balance of internal and external economy. In conditions in 
which all foreign trade is conducted on Government account, the relation be¬ 
tween internal and international prices may not prove to be important. Where 
however, external trade 'is largely conducted on private account and where 
exchange rates are held rigid, the relation between internal and international 
prices are of the utmost importance. in such circumstances, it is the relative 
price levels which unduly stimulate imports and actively discourage exports and 
lead to acute balance of payments difficulties. In such situations, it must be 
clearly recognised that the fundamental remedy is to attain n proper balance 
of internal economy. 

SOME PROBLEMS OK ECONOMIC HEALTH. 

In Part 111 of our report, we have considered the special problems of indivi¬ 
dual export commodities and in Part II general measures necessary for en¬ 
couraging export. Here we propose to deal with certain problems which have 
a very considerable effect on the level of exports. 

2. The first of these is prices. Indian prices today are nearly four times 
what they were on the outbreak of the war. During the war, prices rose by 
about 150 per cent, and since then they have risen by another 140 per cent, the 
rate of increase being highest in the last two years. It is in the light of the 
facts indicated by these figures that we have to consider the position of exports. 
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today. The history of the more recent rise >'n prices and the reasons for it ard 
too well known to need recounting here. It is sufficient to say that govern¬ 
mental policy and the actions based on that policy have been responsible. Be¬ 
fore this rise, India was one of the stronger economies of the world. The 
rupee was actually considered fairly hard currency by many other countries 
and was regarded as a substantial source of strength to sterling with which it 
n as linked. If the price level had continued at about the figure then prevail* 
mg, our position today would have been extremely favourable. With an 
internally strong economy broadbased upon a reasonable wage-cost-price struc¬ 
ture, we could have increased greatly our exports in the comparatively pros¬ 
perous year 1948 and in 1949 held our own in the export markets of the world 
inspite of the threatened recess on. 

3. The Government of India, we understand, are greatly perturbed about 
the prevailing high prices and are very anxious to reduce them to a reasonable 
level. With this object, in October 1948, an anti-inflationary drive was 
launched For some time, prices did not rise and later there was a slight fall. 
Now however, the price level has passed beyond the peak it had readied before 
the antlinfl a tonary drive. Government’s action thus does not seem to have 
produced results. Nor indeed can any be achieved unless the problem is 
tackled determinedly and as an integrated whole. We must at the very outset 
make ,t quite clear that reduction in general prices is a condition precedent to 
Successful exports. Without it all effort must be in vain. 

4. A striking feature of recent export trends has been the diversion of exports 
from hard to soft currency areas. This too- has its origin in the internal price- 
level. Some of our goods price themselves out of all markets, but even more 
price themselves out of hard currency markets. It may be that where demand 
is very inelasfc and a certain quantity has necessarily to be obtained for 
specific purposes hand-to-mouth buying will continue, but all hope of expand¬ 
ing hard currency exports on even a moderate scale must be given up, unless a 
reasonable price level is attained. 

5. This question of prices is of special importance in connection with wages. 
If prices can be reduced, wages must follow suit. It is in our view wrong, 
and it would bo inequitable, to attempt a reduction of prices by first making a 
cut in wages. It has to be remembered that in terms of real value, wages 
even in the best paid industries have either just attained or kept below the 
prewar level. A wage-stop ard a price-stop can go together. However, it 
would be better if a price-stop preceded a wage-stop. A profit-stop must of 
course coincide with a price-stop. It must be recognised that there is a mini¬ 
mum fair wage below wh ch wages should not be reduced. The productivity 
of labour is one of the most important factors in the national economy and 
while it is only right that there should be no attempt to cut reasonable wages 
until prices have been brought down, it is essential that productivity per man¬ 
hour should at the very least be maintained. The worker’s stake in the 
common good is great as that of any other class and so too is his responsioihty. 

fl. Another fundamental problem is that of our future agricultural policy. 
India imports foodgrains, cotton and raw jute. ■ Tts foodgrain imports have 
assumed great- importance during the latter-war and post-war periods, and it 
has recently been prominently put forward that these imports are at the root 
of all its balance of payments difficulties, and that their elimination would 
settle in India’s favour all balance of payments problems. Attention must 
therefore be directed primarily to the attainment of self-sufficiency in food. 
Now there is only a certain amount, of land available for cultivation in the 
country. Some of it from its very nature and situation can only grow cereals 
The rest can be put to one of several uses, but it cannot, at the same time, be 
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put to all of them. If therefore we are going to become self-sufficient in food it 
fan only be at the cost of diversion of land from the growth of other crops, * 
except of course, where some new irrigation project or agricultural improve¬ 
ment increases soil yields. In the short term, such developments are not 
likely oil any large scale. Accordingly, as a general ride, we must be prepar¬ 
ed to grow l£ss of other crops in order to grow more of foodgra ns. The Giber 
crops may however be more paying. Thus an aero under cotton will yield 
more than an acre under wheat and an acre under oilseeds or tobacco will yield 
several times more than an acre under ;otton. An acre under sugar-cane will 
give an even higher return. Is it then wise to concentrate on growing the 
lower value cereals at the expense ol’ the higher value cash crops? The 
answer really depends on an estimate of political probnbihtes. This country 
could have remained an importer of foo-lg.'ans without any qualms had it not 
been that during the war lack of shipping prevented grain available in foreign 
countries from being brought hers in large quant'ties. If therefore, it is 
anticipated that within the next two or three years there is the. nrohabil.ty of 
a recurrence of a calamity of that nature, then obviously self-sufficiency in 
foodgrains must he the primary aim. If however, it is felt, that there is no 
such imminent danger, wisdom would lie in attempting to obtum irom the 
soil besides a certain minimum of cereals, those crops which will benefit our 
agriculturist as well as our foreign exchange position most. Should this view 
prevail, the right, method would be to attempt a proper crop plan for the whole 
country, laying down the quantities of each crop to no grown and the quantities 
to be imported, due regard being had hr the advantage from such growing and 
import. More especially is this desirable, when as at the present time, food- 
grains are available in largo quantities and at not excessive prices from abroad. 

7. The problem of raw jute is particularly pressing. Unless some reason¬ 
able arrangement can be made with Pakistan, the future of the jute manufac¬ 
turing industry is at stake. The position of this country, mVa-m's, Pakistan, 
would be greatly improved in this matter if instead of thirty lakh bales it grew 
fifty lakh. This increase is onlv possible at the expense of rice. Merc again 
is a case in which diversion of' laud would yield more profitable results both 
to the agriculturist and the State, provided, of course, imported grains were 
made available at reasonable prices to the agriculturist diverting land f.om nee 
to jute. 

8. irom the export point, of view, it may generally be. said that, it is better 
to increase the area under such crops as will fetxfh a. good price, directly °r 
after processing, in the export market, or will reduce th" necessity for imports 
cf the more expensive commodities than merely to concentrate on increasing the 
area under food. 

9. India has the greatest cattle population and the worst milk supply in the 
world. The two are closely related, for the verv number of entt'e makes it 
extremely difficult for them' to receive that attention and food which would cn- 
nblc a much smaller number to give a much better yield, both in milk and in 
traction power. The position we understand, had as it is, is being aggravated. 
The Constituent Assembly has laid down as an objective of the 
new State that no useful cattle shall be slaughtered. Various Provincial 
and local authorities are however not content with the restriction imposed hy 
the term “useful” and are banning all slaughter of cattle. The result must 
inevitably be a much greater burden on cattle food and pasture reserves, with 
a weakening of the economic life of the country. From the exnort point of view, 
the problem has a double significance. In the absence of slaughter, the best 
fvpt of hide which fetched a good price in the export markets is no longer avail¬ 
able. The supply also suffers sin :e slaughter houses used to provide large 



1 


•rttantHiiw al regular intervals. Without slaughtered hides to linike _ good 
el,••rune leather, wv mnv have to import it -for internal use. In all the cicum- 
stanet's, the indiscriminate stoppage of cattle slaughter is a wasteful policy 
lil.elv to have a most detrimental effect not only on the export trade in hides 
but also on the economic position of the country. 

Ill In the paragraphs above, we have dealt with some aspects of gov¬ 
ernment policy and its results, actual and likely. We now turn to a matter 
affecting exports in which the burden of action lies not so much on the State 
{ ,s on the subject. .Before the war, the Producer of Indian goods as a class 
was rarely interested in the export market. It was left to the shipper who 
knew the requirements of overseas buyers to locate them in India and to ex¬ 
port them. The Indian producer, with a few exceptions, never tried to pro¬ 
duce for export or to meet the needs of particular overseas markets. He was 
content to seek protection against foreign competition to safeguard his own 
ample internal market. The position in the main continues the same today 
in spite of the fact that the internal market has shrunk by the creation of 
Pakistan. Spoilt by the high internal prices and easy Bales of recent years, 
the* industrialist as a rule has not bothered at all about foreign markets. It 
would not he wrong to say that industry by and large is not export conscious. 
This is a very unfortunate state of affairs for, unless industry realises the 


importance of exnort.s, all government action remedial and.encouraging will be 
in vain. Our balance of payments position in the past has been sustained very 
largely by expo, ts of raw materials. That position has now changed and it 
industry is not willing and anxious that its products should take up the slack 
left by the reduction in raw material exports, irrepairable damage will he done 
to the economy of the country. Industry should he more than willing to take 
upon itself this responsibility because the fall in our raw material exports is 
quite often due to the fact that instead of being exported they have been taken 
into the process of manufacture by industry. Nor is the responsibility of indus¬ 
try confined to this aspect only. Industry must not only become expori-minded 
but must see that its products are export-worthy,. It alone can produce 
what the customer will buy and to the. extent that by shoddy work and undue 
desire for profit it disannoints the customer, it turns away foreign exchange 
and is doing distinct disservice to- (lie country. 


11. Finally, we would invite attention to what we believe is a recent deve¬ 
lopment in Indian economic life and probably the most disastrous that has 
affected it for a long time. In the course of our enquiry into the conditions 
u(leading the export of various commodities, again and again have we keen 
given as the reason for high prices and the reduction of or inability to export, 
speculative activity and the hoarding of stocks. Prices have gone out of parity 
because a ftw individuals with plenty of money have bought up stocks 
«nd are holding them to sell at advantage. Not content with operat¬ 
ing on the current season’s production, they, in some instances, have 
spread their tentacles to the next season. During the war and its after- 
math people imbued with the gambling instinct reaped a rich harvest of wealth. 
The way in which a great deal of tliis wealth is used is a tremendous handicap 
to the establishment of a reasonable and stable price level in this country, and 
hence to exports generally.- Many instances of their activities could be* cited. 
It will suffice to say that of exportable commodities, none of any importance 
except tea and cloth (since the imposition of control) has escaped "the depreda¬ 
tions of this class. There is no doubt that such a state of affairs constitutes a 
grave public danger and we would recommend that Government take all pos¬ 
sible steps to moot it. The attention of the incometax department should be 
EDeciallv concentrated on this class. Any breach of any law bv it sho dd be 
investigated with the greatest vigour and punished in "an exemplary fashion. 
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IMPEDIMENTS AND MEASURES. 

LIBERALISATION OP EXPORT CONTROL. 

It is admewhat paradoxical that, while Government has been aiming at ex¬ 
port drive, elaborate machinery to exercise control over the majority of ex¬ 
ports exists. The present export cent, ol notification has been inherited from the 
days of the war when there was need to restrict the volume of exports for a 
variety of reasons, many of which no longer hold good. The justification for 
continuing export control over various commodities must, therefore, be re¬ 
viewed afresh, in the light of present conditions. 

2. The basic justification for controlling exports is that the interna 1 supply 
is not sufficient to meet the total demand—internal and external. The effect 
of restrictions on exports is to give a higher priority to the demand of the inter¬ 
nal consumer and let the overseas buyer have only the surplus. A country 
with a favourable balance of trade such as we used to have in the past may 
perhaps be able to afford such a policy. When, however, there is a large ad¬ 
verse balance of trade it is a mistake to imagine that export control can help 
in assuring a better standard of living for tho people. If we conserve indige¬ 
nous production for internal consumption, in order to ba’ance our trade wo 
must necessarily curtail imports severely. In either case internal consumption 
has to be cut. The real question is one of weighing the importance of the 
goods that are allowed to be exported acrairist the essentiality of the imports 
which must be cut on account of the fall in the country’s exports. When we 
have to depend on imports to supply us with food and fertilisers, raw material* 
and machinery, the necessary foreign exchange for which is not being earned 
by 0111 present level of exports, clearly the case for reducing a8 far as possible all 
restrictions on our export trade is overwhelming. 

8. The argument that if free exports of any commodity are allowed its 
internal prices or supply would be adversely affected always needs the most 
critical scrutiny. The price level of Indian goods in general is such today that 
far from exports leading to an increase in price, it is the liitrh price which is 
hampering exports. The fear that there may be a shortage is frequently ill- 
founded. The supply of a commodity is not a static thing. The impact of a 
largo- demand often stimulates production which may prove sufficient both 
for internal and overseas consumption. In lecent months many items have 
beep made free experimentally, either Cor Pakistan alone or for all countries. 
In no instance has it been necessary to retrace our steps and to re-impose con- 
troh There is an overwhelming ease for making such experiments on os wide a 
front as possible. Theoretical apprehensions are often belied in practice. 

4. One of , the most undesirable features of the nresent export control is 
rhat a large number of manufactured goods are still subject to control. We have 
in the past exported raw material*. Our resources in this respect have been 
reduced by partition. If we are to achieve a balance in our trading once 
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again, we must rely on a considerable expansion in the exports of our manu¬ 
factures. In the long-term interests of the country 9 foreign trade, manu¬ 
factured goods as a class must be freed from export control and indeed it should 
be our policy to encourage such exports in every possible way. The markets 
of the world are not accustomed to look upon India as a source of manufacture 1 
goods. During the war, we gob an opportunity to increase the export of our 
manufactures. With the emergence of a buyers’ market and growing com¬ 
petition from the more industrialised countries of the world, our industry must 
not be handicapped by restrictions when it seeks to export its products. 

5. Where & limitation on the total volume of exports is considered es¬ 
sentia) to safeguard the interests of the internal consumer, we fe d that the beat 
course would be to allow free exports until whatever quota is fixed has been 
exhausted. Such a policy has been adopted in respect of Pakistan for many 
commodities and the principle should be extended to other countries and other 
commodities. The restrictions regarding established shippers and. destinational 
quotas may have been useful and convenient implements of administration so 
long as the external demand was known to be very large in relation to the 
total available supply. Such a position no longer holds good generally. For 
most commodities subject to quota restrictions the present volume of exports 
is below the quota fixed. It would be best to allow trade to flow unhampered 
until the quota limit is reached. 

6. In the course of our examination of witnesses from various Ministries 
of Government we found that one of the grounds on which restriction on export 
is being justified is that the goods or their ingredients are wholly or partly of 
imported origin. We are of opinion that except in respect of goods which come 
from hard currency countries, there is no reason .to place any obstacles on re¬ 
export , unless the goods are in such world-wide short supply that difficulties 
are -anticipated in rep la ling them from soft currency sources. No one will 
export goods which he has imported f om outside unless he makes a. profit on 
such exports. The effect of importing any commodity from a soft currency 
country and exporting it to another is only to increase the net earning of 
foreign exchange by the amount of the profit made by the exporter plus any 
revenue which may be retained by Government. Where the raw materials alone 
are imported, the case for exports is stronger, because such exports provide 
more foreign exchange in payment of processing charges and also more em¬ 
ployment for our people. It has been suggested that because imports are al¬ 
lowed upto certain ceilings of value which are determined with reference to the 
estimated internal consumption, any exports would result in a shortage. This 
view is based on the assumpt.on that these ceilings are fixed and unchangeable. 
If in actual practice on account of tho relaxation of export restrictions certain 
quantities of any particular i/iporfed commodity go out of the country there 
can be no objection to increasing the import ceiling correspondingly. Our gene¬ 
ral view, therefore, is that there is no need to have export restrictions on any 
commodity simply heeause it happens to be partly or wholly of imported origin. 
Nor should there be any objection t» the free export of processed articles, the 
hard currency element in the price of which is not more than half. 

<. In lait III of the report will be found specific recommendations regard¬ 
ing the more important of our export commodities. There are however a 
large number of items on which individual comment has not been possible but 
which we think shou'd be removed from export control. In preparing this list, 
we have followed the general considerations outlined above. In many cases, 
representatives o’ ministries have expressed themselves in favour of our reeom-’ 
mendations. It is not possible in the time at our disposal to undertake a de¬ 
tailed and thorough study of each of these commodities. We arc agreed how- 
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Over tli:it the jt-meva! of tin' items noted below from licensing restrictions will 
bo to the advantage of our export trade. 

Item. II TXI. Notification No. Ilcmarks. 

Belting for machinery ..... Burt A 4. 

Ethyl alcohol or rectified spirit of . , Bart A C. (viii) 

(flocks, watches mul parts thereof . , . Bart A 7. 

Ifntrurnonts, apparatus and appliances and parts Those of hard curren- 

thcreof, the following: ey origin will 

continue to te 
con 1 rolled under 
item OH of.Bart Dr. 

(i) Cameras ..... Part A 13. 

(Hi) Clinical thermometers .... 

(v) Eloetrical insulating material, 
j mi) Electric wires and cabins 
(#) Optical instruments, all sorts. 

(ri) Surveying instruments and appliances, 

(xiii.) Wireless instruments (probably the other 
items un lor tiiis head may also be treated 
similarly). 

Woollen and worsted manufactures . . . Bart A 26. 

Umbrellas and umbrella fittings . . . Part A 27. 

Confectionery.Part. Bl-A . . Supply of sugar at 

reasonable price is 
essential. 

Provision and oilman's stores .... Part B 6 . . Tinned milk and mi k 

products may conti¬ 
nue under control. 

Manufactured items, mado wholly or mainly of Part A 7. 
metal. 

Small tools, all sorts ..... X > art C 94. 

Abrasives ....... Part. T.) 1. 

Bicycles ....... Part D 0. 

Candles.Part D 1 2. 

Arsenic sulphide. Acids, Gasos, and Crude glycerine Part, 1; 15. 

Crude drugs Part D 24. 

Glass bottles.Tart D 27-A. 

Instruments, apparatus and appliances . . Part D 36. 

Lamps ...•■••• Part D 27. 

Matches.Part D 41. 

Paints, varnishes and enamels .... Part D 46. 

Manufactures of paper and paste board . . Part- D 46-A. 

Manufactures of plastic ..... Part I> 48-A. 

Canvas shoes ....... Part D 52. 

Soups and washing powdors .... Part D 55. 

Stationery.Part D 58. 

Textiles, the following Part D 63. 

Artificial silk yarn; 

Apparel, all sorts ; 

All silk manufactures; 

Haberdashery and millinery ; 

Silk yarn & run nufactures ; 

Woollen blankets ...... Part D 05. Do, 

Ultramarine Blue, 

Electrical goods of indigenous manufacture 
Wood aid timber other thawteak. 


Should Include motors 
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We are aware that, clocks and watches arc mostly ol hard currency (bwiss) 
origin. Watches however have to he imported at- the cost ot hard currency, 
not primarily because we must- have them, hut because the Swiss insist that 
if wo take other things from them which we really need, we must also take 
some watches, the export of which forms part o. their traditional pattern of 
trade. In our view, it is desirable that these watches should be exported so 
that the hard currency spent on them may not- mean il total .oss of foreign ex¬ 
change hut only of hard currency, soft currency being obtained in substitu¬ 
tion. A somewhat similar consideration would apply to American motor 
cars assembled in India, which are imported not because the American cars 
arc essential for tile country hut in order to keep the assembly plants working. 
Many soft currency countries might be interested in the import of Indian 
assembled American cars. Luxurious cars are in any case not in accord 
with the economic conditions of this country and if they have to be imported to 
keep the assembly plants going, preference should he given to export demands 
for the finished cars. 

8. In any examination of the reasons for our present adverse balance of 
trade, it is customary to point out that owing to partition we have become -not 
importers of jute, cotton and hides and skins, while previously wo were expor¬ 
ting these it, substantial quantities. True as this statement is, it does not 
present the whole picture. For the raw jute which came from East Bengal, 
the grower received many goods and services which lie needed. Similarly the 
cotton from West Punjab and Sind was not paid for so much by money as bv 
the supply of goods—cloth from Bombay and Ahmedabad, coal and steel from 
Bihar. While therefore a decrease in our exports to the rest of the world can 
be explained in pari by reference to the loss of resources consequent on parti¬ 
tion. the fact that during 1948/40 we harl an adverse balance of trade amoun¬ 
ting to something like 50 crores with Pakistan must make us consider how the 
situation arose and. what remedies are called for. 

9 To a very considerable extent, this adverse balance with Pakistan seems 
to he due to the policies pursued b,v us. On the termination of the stand¬ 
still agreement in March 1948. export control was imposed in all its rigour on 
goods and commodities going to Pakistan, while imports from that country 
were, allowed t.o come in freely. There was a feeling that by denying exports 
and taking Imports we were berefitting our people by increasing the availability 
of goods to them. The fact that most Indian industries had been meeting the 
needs of Pakistan in full, that Pakistan was for them an essential market with¬ 
out which they could not work to capacity and that unless we paid for goods 
from Pakistan with goods from India, we would have to lose foreign exchange 
was forgotten. There was no reason to hold that the continued supply of 
Indian goods to Pakistan on the pre-partition scale woulil have left us any the 
worse; yet the supply of goods from India fo Pakistan was made extremely 
difficult. Thus when aftqr agreeing to a quota of 300,000 bales of cotton 
piccegoods for Pakistan, export duty was reduced by 15 per cent., it was decid¬ 
ed that Pakistan should still pay the 15 per cent, in another way as a surcharge 
to Government on the cloth supplied to it. This among other reasons caused 
Pakistan to buy only 20.000 bales against the 300,000 bales and to import large 
auantit es of foreign cloth into what had for ages been our natural market. 
The effect in India, apart from the loss of foreign exchange was accumulation 
of stocks, leading to closure of some mills; 

10. We realise that there is a strong section of public opimon in Pakistan 
which is anxious that that country should roly as little as possible on Indian 
imports. It, would encourage the import of goods from other countries even 
if Indian supplies were readily available at reasonable prices. The policies 
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which we have pursued seem to have played completely into the hands of this 
section. There was a tine when owing to export restrictions the daily essen¬ 
tials of life such as mustard oil, matches, hosiery, cloth etc., were being sold to 
Pakistan by those who got export hcences at very high prices. The conditions 
of scarcity created there stimulated the desire to import from other countries 
find locate new sources of supply. The other producing countries who were 
anxious to p US h the a- goods into a market which had so far been closed to them 
exploited the opportunity to the fullest extent. 

11. The damage which has been done will not be remedied easily. Never¬ 
theless, even now, if sound policies are pursued, we may be able to regain 
some of the lost ground. The first step in this direction should be to remove 

export control on Indian goods going to Pakistan. There may be one or two 
very exceptional items where Iudan supplies are so short that we have to 
spend dollars on augmenting them, e.g., iron and steel, and for these some 
restriction inav continue, otherwise, and particularly is this true of manufae* 
tured goods as a class, wo should have no restrictions whatsoever on Indian 
goods going to Pakistan. 

12. It is a fundamental fallacy to think that when one country exports to 
another, it is doing it a favour. It is in fact quite often doing itself a service., 
Our export policy has suffered to a great extent from this fallacy. We have 
time after time restricted the export of articles not because we could not possi¬ 
bly do without them, nor because the trade in them was not valuable to us but 
for other reasons. Again, sometimes, when we have agreed to allow exports 
we have hedged them round with such conditions regarding licensing, prices, 
duties etc., as to make fulfilment extremely difficult. Generally, such action 
has resulted in loss to us no less than to the party to whom we were exporting. 
Our attitude throughout is very different from that of other countries who 
attach importance to exports. They give every possible inducement to the 
customer to buy. We seem to proceed on the basis that it really does not 
matter very much whether the customer buys or not. 

13. There is again a special frame of mind unfortunately not absent in 
Government circles which considers refusal to trade or putt ng hindrances in 
the way of exports a good method of showing political displeasure. The rela¬ 
tions between two nations may he strained: they may quite often be extremely 
difficult and yet trade is generally unaffected. Very recently we have had 
instances of the totalitarian state of Russia selling manganese ore to the U.S.A. 
inspite of the cold war between them. Similarly Great Britain and Germany 
continued to trade with one another in the period between the two wars, even 
when relations were very near breaking point. It is good to be at peace with 
all the world. It is better to have cordial relations with every member of the 
comity of nations. But to refuse to trade in the absence of cordial relations 
is to show signs of immaturity. Export policy must be re-oriented. Its sole 
object must be to export.' 


QUALITY CONTROL 

Much public interest has recently been evinced in th e quality of Indian 
exports and in the measures necessary to maintain and improve it. There have 
been frequent ccmplaints that goods shipped from India are sometimes below 
the standards or specifications agreed to by the seller. It has been pointed 
out that failure to keep up to standards even in a few instances is likely to affect 
the reputation of Indian goods in general and injure the country’s export trade. 

2. When goods are scarce, the usual tendency is not to bother about quality. 
The largest quantity is sought rather than the best quality. Not cnly are most 
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exporters not prepared to reject wit at l hoy themselves consider to be unsuitable 
or imiit, lint i von tin- buyers would rather have sub-standard goods than go 
without them. Again, when prices are high, as they usually are in conditions 
of scarcity, the consumer often prefers inferior goods provided they are cheap to 
quality goods which cost more. In conditions of scarcity moreover, the stand¬ 
ard of production often goes down. Goods which in normal conditions would 
never have been produced begin to fii d u market. More and inol’c people try 
to enter a sellers' market and the dilution of quality continues. This analysis 
is borne out by the fact that the deterioration has been not only in the quality 
of Indian exports but also in the quality of imports which wo have recc.ved 
from other producing countries.' 

3. To a very considerable degree, the solution of the problem lies in those 
general measures which help the promotion and development of export 
tradi—steps ealculaied to lowc r prices and increase availability to 
which we refer elsewhere. Tim question however remains whether, 
in conditions as they are today, something more direct and positive cannot be 
done to maintain the quality of India’s exports and the imputation of Indian 
merchandise. To this question wc would unhesitatingly answer, “Yes”. At 
the same time the objective of various measures of quality control should be 
fuly realised. Any measure of qua'ity control for export purposes can have 
but one objective, tin* satisfaction of (he consumer. Methods to ensure that 
goods give the maximum value for money to the consumer have their place in 
i lie internal economy t>* a country \\ hen it comes to exports, however, the 
consumer must he given what he wants and there must be no attempt to get 
him to take something o.so which we may consider good, but which he does 
not want. 

4. The main suggestions for quality control of exports fall under the heads 

of: — f-.t.'indardisation, pr or inspection of shipments and deteixv.ot action against 
those found guilty of malpractices. * 

5. The general task of standar lisa lion has at present been entrusted to the 
Indian Stanilnuls Institution. If 1ms already prepared standards for a number 
of commodities and is at present busy preparing standards for others. The, 
enforcement of standards is not however a responsibility of the Institution nor 
indeed *are these standards compulsory. They are in their nature reeommenda-. 
tions to mamilact urevs and producers. 

The first requirement of a successful scheme of standa: disntion is its accep¬ 
tance not only Ivy the producer but a) o by tile consumer. If the standards 
evolved arc 'hose which the consumer finds convenient, his task of obtaining 
supplit s of the right kind is considerably simplified. II in addition the eon-, 
smner has confidence that there is a satisfactory machinery for ensuri:ig that 
when nriervs are quoted for goods of a. certain standard, goods of only that, parti- 
nhlar standard will come to him, the flow of trade is made smooth and free 
from difficulties. 

Such has been the experience of the tobacco trade where as a result of the 
introduction of grading the overseas buyer ib enabled to order particular grades 
without hitch or difficutly, while formerly he had to buy them on a consignment 
basis and make payment, after inspection at destination. It does not of course 
follow .that the successful operation of standardisation iu respect of tobacco 
means that it would succeed for all other commodities. 

For goods which arc not the raw material of industrial production but are 
consumer goods, standardisation may actually cause difficulties. The taste of 
each market and even of classes of consumers in a market not being subject 
to standardisation attempts to standardise, the quality of supply would insult 
in a. loss to the export trade. Commodities like cloth and tea are obvious in¬ 
stances- where we feel there is little scope for standardisation, Indeed in both 
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these commodities, we consider that the only scope for standardisation is in 
packing so as to ensure reduction to a minimum of damage in transit. 

The main scope of standardisation must lie in the field of raw materials. 
Here again an important limitation must be borne in mind. There are com¬ 
modities fo which each market may have its own standard requirements. Thus, 
what is considered waste cotton in this country is usable in others for spinning 
purposes. Likewise in other raw materials, each country and even each mar¬ 
ket 'may have its own peculiar needs. This is true of commodities like hides 
and skins, where different countries have different requirements depending upon 
the process which they use and the kind of finished goodB which they wish to 
market, manganese ore where the percentage of manganese content required 
by different steel users differs and raw jute where each mill likes to buy .the 
varieties which it has used before. For such commodities, no hard and fast 
standards are possible. 

It remains a moot point whether when standards have been evolved in res¬ 
pect of suitable raw materials, they should be enforced by Government. The 
guiding rule should be to do that which would please the consumer most. Where 
there is already an established and working machinery for determining the 
standard of the exported raw material and remedying defects, if any, the en- 
forcemt nt of yet another test by Government is not likely to serve any useful 
purpose and may well serve as an unnecessary irritant, by delaying shipments 
or by increasing costs. The question to consider is whether such an examina¬ 
tion is likely to eliminate the need for the examination which the shipper or 
tin- buyer or noth themselves underlake. A rough and ready method of deciding 
on the advisability of compulsory standardisation is to see whether the goods 
Ipse as a ru'o being sold before they leave the country or whether in general 
they go on a. consignment basis, subject to acceptance and rejection by the 
buyer after arrival, iu the latter ease, the laying down of standards may 
pixjVe beneficial, as for tobacco. This might also be useful for mica, where 
rejections on the arrival of goods are sometimes heavy. Mica however presents 
a somewhat peculiar problem in that even experts often differ and in the days 
of purchai-e by the Joint Mica Mission, there were frequent instances of goods 
which had been graded bv the Inspectorate in this country being graded differ¬ 
ently at destination. We understand that the Indian Standards Institution 
is conscious of this difficulty and proposes to lo no more than standardise the 
dimensions of mica. A good case exists for evolving for shellac standards, 
which would be acceptable to the principal users of the commodity and to 
which Indian production wou d conform. For commodities in which the im¬ 
porting country has certain, standards, goods hele.v which are forbidden entry, 
it would be advisable to have not only standards laid down for export, but also 
their enforcement by Government inspection. 

One cb’ection to eflforcemet t o' 1 standardisation by Government is that if 
goods which go out with the official seal of approval, are found to be below 
standard, damage is done to the reputation of the country as a whole and not 
merely to that of the exporter ulone. This means that the staff engaged for 
• ciion must be thoroughly honest and that the method of sealing should be 
such that after final examination no further tampering is possible. We under¬ 
stand that in the case of sun-hemp which along with tobacco was als i graded, 
there has been a great deal of difficulty, because the seals and marks attached 
to the bales have sometimes been altered. 

6. The same difficulty arises also about commodities in which it is intended 
to have quality cont. ol only in the sense of. seeing that supplies are made 
according to sample or specifications approved by the buyer. If the inspection 
for this purpose is to be effective, it may be necessary to open and examine 
every package at .the docks before it is allowed to be shipped. This would be 
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both extremely difficult and expensive and may well lead to delays and <Ji«» 
pules which may do more harm than the practices they are intended to stop. 

Even where there is no system of governmental control of quality or inspec¬ 
tion of goods—and we would add that most of the world’s commerce is carried 
on without such inspection—there are. other provisions which provide to the 
buyer the safeguard which he needs against the fraudulent practices of the 
supplier in an overseas country. There is, as a ru'e, a standard clause of 
arbitration in the contract for each commodity which generally satisfies both 
the buyer and the seller. Many of the contracts entered into by Indian ex¬ 
porters do not however have a satisfactory clause about arbitration and it is 
desirable that a standard form or perbaos a number of standard forms suitable 
tor different commodities should, where necessary, be evolved and recommend¬ 
ed for adoption to the trade. When definite provisions for such arbitration 
i' sts, mere would seem to tie 1 ttle need for Government to interfere in any dis¬ 
pute regarding any particular shipment. 

7. Where, however, the dispute suggests that the Indian exporter has not 

merely failed to comply with the standard prescribed in his contract but has 
actually attempted to cheat the buyer by giving him something which is entirely 
different or where it appears that any particular firm, whether of exporters or 
manufacturers, makes a practice of selling below the agreed standard, 
or where the exporter at fault refuses to abide by the arbitrator’s 
award knowing that the aggrieved customer will not find it worth 

his while to launch a suit in this country at considerable expense', 

it should be open to, and indeed, it will be desirable for, Government 
to take deterrent action. We understand that compNints received from 
Trade Commissioners abroad are referred to the Director General of Com¬ 
mercial Intelligence for inquiry and if possible, for settlement. This arrange¬ 

ment is not satisfactory. When complaints are referred, very often essential 
data necessary for coining to a finding are lacking. If for example the com¬ 
plaint is about a consignment of piecegoods, unless a sample taken from the 
actual cloth complained against is sent by th e Trade Commissioner, it is very 
difficult to decide who is really at fault. Again onoe the complaint reaches 
India, the investigation must be made p omptly by an officer invested with legal 
authority for this purpose. The officer should moreover be lesponsible for 
coming to a decision within a month of the receipt of the complaint. If it is 
found that the offence is sufficiently serious, the party concerned should be 
debarred from further participation in the export trade. 

8. The general trend of the argument above can be summed up by saying 
that the laying down of restrictions regarding the quality of exports or the 
appointment of an army of inspectors is not likely to be of special help in pro¬ 
moting confidence in the quality of Indian goods. Action should be aimed not 
merely at standardisation or quality control but at removal of dangerous or un¬ 
desirable elements in the export trade of the country. To sum up: —- 

(i) Quality control in the sense of preventing by Government enforcement 
the export of anything which does not conform to certain fixed standard should 
l>o applied in the case of those commodities where the laws of the importing 
countries are such that the importation of anything below the standard is for¬ 
bidden. Examples of this kind arc the various laws prescribed by the public 
health authorities in U. S. A. and Canada governing edibles like oil-seeds and 
spices. 

(ii) The quality of packing of commodities like tea and cotton piecegoods 
should be standardised and adherence to these standards should be enforced. 

(iii) As a rule arbitration should be relie 1 upon for ensuring that the quality 
qf ihe goods exported conforms to the buyers’ specifications. For this purpose 
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standard forms of arbitration should bo evolved and recommended to the Cham¬ 
bers of Commerce for adoption. 

(iv) Where there is a. distinct attempt to cheat the buyer or a practice of 
selling below standard is established, or where the exporter refuses to carry out 
any award made by the arbitrators prompt inquiry resulting in black-listing 
should follow. 

(v) Standards which will facilitate the transaction of business by enabling 
quotations to be made with reference to them, provided they are equally well 
understood by the buyer and the seller, should be prescribed as means of refer¬ 
ence. 

(vi) Standardisation or quality control' should not as a rul e be applied to 
commodities in which markets or buyers have their own particular preferences. 


TAXATION AND EXPORT 

It may be said, as a general tide, that to tax exports is to reduce exports. 
Hence it is that the great exporting countries of the world have hardly ever hud 
u. tax on exports. In India in the decade before the war, the only duty on 
exports of any importance was on raw jute and jute goods. This was clearly 
due to the monopolistic position of this country as the sole supplier of these 
commodities to the world. Towards the end of the war, disparity between the 
prices of exportable goods in this country and in the foreign markets became 
so large that Government felt that it could not continue to allow middlemen 
to have the whole difference, and that a share should, go to the State. Ac¬ 
cordingly, export duties were imposed on cotton, cotton piecegoods, tea, oils 
and oilseeds and ores and those on raw jute ana jums goous were increased con¬ 
siderably. It was thought they would help the exchequer while doing no harm 
to the trade. Moreover, the general outlook at that time was to restrict ex¬ 
ports by fixing over-all quotas. 

2, The position has changed considerably, and the change has, for some 
commodities at least, received the recognition of Government. Thus the duties 
on cotton piecegoods and oils and oilseeds have been abolished. The effect of 
the abolition has however been different in the two cases, While there has 
been a substantial increase in the export, of cotton textiles following the aboli¬ 
tion of the duty, no perceptible increase is to be found in exports of oils and 
oilseeds. The. reason for the difference is that piecegoods are a controlled com¬ 
modity both as regards price and margin and abolition of the duty could not 
therefore mean a rise in price to the corresponding extent. Oils and oilseeds 
are decontrolled and the abolition of the duty provided a welcome opportunity 
to push up prices. It is thus clear that, though the correct course, at a time 
when prices are falling generally in external markets and it is desired to increase 
exports, is to “’non* all eyrvw* duties, we cannot count on satisfactory results 
following from every such abolition. It is for this reason that later on we have 
not suggested a removal of the duties on jute and jute manufactures. 

8. Again, once a duty has been imposed, it may be essential to wait for 
a proper occasion before removing it; otherwise, the advantage sought to be 
given to the exporting interest may not he as effective as it should he. Thus 
it would not. be advisable to remove the duty on tea at the present time, when 
there is no special competition to he met. Ceylon has a higher dutv and 
Indonesian production is still being built up. At. the same time, as soon as 
occasion arises the duty must be promptly removed—budgetary inconvenience 
cannot be considered a. satisfactory excuse" It should be realised that to relv 
on export duties as a stable source of revenue is most unsafe and indeed, opposed 
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to every canon of fiscal prudence. To pul u tax on some exportable commodity 
in order to meet a budget aetioit is to injure tile t-xpu«« iru^e ;,nu tiius-’ .uaV- 
much more damage on the fiscal system tn.m u.e revenue brought in by the 
tax can repair. The damage may not be pciv.epliuie at once. The uuty generally 
tends to anect exports slowly but m the end conditions deter .prate to such au 
extent that it has to be quickly removed. We have now a duty on cigarettes. It 
was hoped that it would do no harm, but it nas unnoted the prospects oi the ex¬ 
port oi Indian cigarettes to Australia, where owing to a cut m American to. 
banco imports, the trade had hoped to find a new Held. Apart from tins, the 
imposition of the duty serves as tarirf protection to the Cigarette industry m 
Pakistan, our nearest market, where it is just developing. There would seem 
tc be a clear case for the abolition of this duty and we recommend that it be 
immediately rescinded. 

4. Provinces impose sales taxes on commodities sold within their boundaries 
for the purpose of obtaining revenue, but these sales taxes should not bo a 
hindrance to those activities winch produce foreign exchange both for the pro¬ 
vinces and the Centre. Thus, to impose sales tax on goods which are to be ex¬ 
ported is in effect to impose an export duty on them and to that extent to 
make them less competitive in foreign markets. The decline in Indian 
exports is due in large njcasuue to the high prices prevailing within ‘the 
country. It may be argued that the amount of the sales tax is so small as 
a rule that it imposes a very minor burden. It should however ha 
remembered that even a small addition to an already high price may put a 
commodity out of pa ity in a foreign market and may thus prevent 
business being done. The difficulty about, sales taxes is aggravated by the differ¬ 
ent rates of levy in different, provinces and the different rides governing the 
levy, thus, it is not unusual for two provinces to tax the same article when 
it is in progress from a place in one province to a port in a third from which it 
is to be despatched abroad. We would urge that the general rule be adopted 
that no goods for export should, be lijihle to sules tsx. In this respect, the 
example of Bombay and Bengal, two provinces w hich from their situation would 
seem to have some realisation of the need for exports, deserves to be followed 
throughout the country. The loss which provinces may have to hear bv obser¬ 
vance of this rule will be more than off-set: by the large advantage of the coun¬ 
try from increased exports and the absence of vexation to exporters which at 
present is a far-too-frequent grievance. 


5. In TJ.K. and in many other countries with a large export trade it is the 
normal practice to allow a drawback of the import duty when goods imported 
into the country are re-exported. Again, when goods imported into the 
country are. processed before export, a similar draw-back is allowed on 
export. Such assistance would be of considerable value in this country. Thus, 
the art-silk processor, who pays a f>5 per cent, import dutv on liis raw materia! 
is unable to compete in any foreign market. Again, the soap manufacturer 
the pharmaceutical chemist, the piecegoods exporter using foreign cottons the 
fishing pole manufacturer using Burmese bamboo and others using imported 
raw materials—the competitive position of all these would be greatly improved 
by suitable provisions of this nature. It is sometimes urged that 
imports of.particular goods are allowed into the country for the internal needs 
of the country only and therefore no question of export ought to arise and 
consequently no need for giving any draw-hack. It must be remem¬ 
bered that processing wit-lib-, the country increases the value of the commodity 
by the value of the labour and nroeessmg and that when a finished 
processeq commodity is exported, it brings in foreign exchange equivalent to 
the original cost plus the expenditure within this country plus a profit. In the 
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circumstances, it is in meet eases advantageous to tbe country to have pro¬ 
cessed goods exported. Nor should there be any objection to increasing the 
import of the particular ;aw material to cover the amount utilised for the ex¬ 
ported finished article in order to meet the needs of the country. Thus, there 
won!.! be no loss of revenue even on the import side while the advantage in 
foreign exchange from increased export is evident. 

6. A point relating to taxation which seems to have caused real hardship 
is tile application of sections 42 and -f.'i of the Income lax Act. The sections 
provide for the p. ofits made by the overseas buyer being taxed in India if the 
shipment to him is mode by his agent in this country. The basic justification 
for this hies in the fact that where the exporter is an agent and not himself 
a principal, he may well ship goods at no profit in order to make ail his' pro¬ 
fits abroad. With the principle of the sections no one will disagree! In prac¬ 
tice however, we understand a person who makes a profit of less than a per 
cent, on his exports s deemed to be the agent of the overseas buyer and the 
onus of disproving this lie® on h>m. In present cor>d ; t-ions, the number of com¬ 
modities in which u profit of 3 per cent, can be counted upon by the shipper 
is limited. The effect of this section is to make exporters insist on getting at 
least 3 ner cent, because wo. king on a lower margin would make them liable 
to taxation on the profits made by the overseas buyer. In our view, the actual 
facts of each ease should be gone into and there should be no such arbitrary 
limit set. More and more as time goes on, will exporters be willing to trade 
on rnerginr below 3 per cent, and it would be reprnliensibh for the revenue 
assessing and collecting b anch of Government to attempt to prevent by its 
rigidity the earning of foreign exchange. Wide publicity should be given to 
the fact that, whatever the practice of the past, in future this arbitrary limit 
will not apply. 

7. Yet another problem relating to inoometax arises at the importing end 
and effects firms who set up their own offices in overseas countries for the 
purpose oi selling goods of Indian origin. The problem here is of the firm’s 
profits made in India being taxed in overseas countries as u part of the profit 
made on the sules there. In other words, if a manufacturer in India sold his 
goods outright to an importer in another country, the importer would pay tax 
o:i the profits which he made on selling those goods there. If, however, the 
manufacturer had his own agency house for selling his goods overseas and ex¬ 
ported to that agency house then the agency house would be called upon to 
pay a tax not only on the profits made in that country hut also on the pro¬ 
portionate profits made by the manufacturer in India. This is a very di ecfc 
discouragement to the setting up of branches abroad, and thus to the increase 
of exports. The specific case which has come to our notice is that of New 
Zealand. It is not so much that any foreign country insists on being diffi¬ 
cult about this matter but that it wants reciprocal concessions in this field. 
We wonid urge that bilateral understanding on this question should be reached 
with as many countries as possbic. particularly those which are important 
markets for Indian exports, regardless of whether from the purely revenue 
point of view, the arrangement with any particular country appears to be more 
favourable to India or to the other party. The ve y fact of such restrictions 
prevents the opening of branches. Thus fhe loss this country suffers is not to 
be assessed by the umnunt of tax collected on the other side but by the los# 
of business arising From (lie non-opening of these branches. 

B. An inducement to exports, not likely to cost Government over-much, 
while at the same time furnishing real incentive, would be a refund of income- 
tax on a percentage of the profits made from exports. A scheme could be 



worked out nnnewhat on the following lines:— 

Assuming 1948-49 as the base-year, if a firm exported in 1949-50 the 
game quantity as in the base-year, it would be given a rebate on 
10 per cent, of the proportionate profits it made from exports. 
If it increased its exports in 1949-50 by 25 per cent., the rebate 
would increase by 5 per cent, and another 5 per cent, for every, 
further increase of 25 per cent, over the basic figure. We are 
not altogether enamoured of any such scheme, but we do feel 
that in times difficult as these and with more difficult times 
ahead, some special incentive may be very desi. able to keep ex¬ 
ports up and to increase them. 


FACILITIES FOR EXPORT 

The transport bottleneck, to which all the country’s ills were ascribed 
a year ago, has now ceased to be a by-word. It is admitted that there has 
been considerable improvement in transport. So great, however, is the 
reliance on transport of practicully every commodity exported that it is 
necessary to keep a very special watch on the movement of such commodities 
to ports. We understand that though instructions have been given to the 
regional control authorities to accord priority to goods for export particularly to 
a. hard currency country, in practice, some difficulties remain. It is not easy 
always to establish that a particular consignment going to a port is in fact meant 
for export. In many instances, the consignor may not be an exporter at all. 
Even the consignee himself may not be the exporter. The evidence of an export 
licence, which is some times asked for before the grant of priority, is not always 
available with cither the consignor or the consignee and in the case of decon¬ 
trolled commodities, it does not exist at all. The real aud effective solution 
of the problem is to give high priority to the movement to a port of those 
commodities which are known to be of importance to the export trade. This 
may mean that goods meant for local consumption at the. port also benefit to 
some extent. On the other hand, there would be the advantage that when 
an overseas enquiry is received stocks will be available at the ports to meet it. 

2. Particularly important is railway transport for our exports to Pakistan. 
We were assured that wagons were being given to goods covered by the Indo- 
Pnkmtan Agreement. There are, however* many commodities not covered by 
the Agreement, which normally do go to Pakistan and exports of which to that 
country we wish to encourage. In the absence of any general instructions, such 
consignments required to be sponsored ad hoc before they got the requisite 
transput t priority. One of the reasons for this is the fear that the consignment 
rnay need an export licence which may not be available. We feel that the 
ra'Iwiivs'should be told to book every cargo offering for Pakistan, merely giving 
preference to the agreement commodities. If there are any commodities which 
(rovermnent does not wish to be exported to Pakistan, the task of stopping the 
export is clearly the responsibility of the Customs Staff, and by relegating it 
to every station-master all over the country, the prospects of Tndo-Pakistan 
trade are not improved. In general, no shipper is likely to book goods without 
making sure that export will be allowed, because the loss to him by detention 
of goods at the frontier is likely to be considerable. Of. special itnppj^Aifce is 
the role of transport in supplies of cotton piecegoods to Pakistan. The boycott 
seems so far to have been concentrated .in Karachi. ■ Bdth West-Punjab and 
E/tst Bengal appear prepared to " take TKdi'an piece'gpods. Coastal shipping 1 
freights at present being high overland mov&meot will also make. Indian goods 
cheaper and therefore to ore attractive. 
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0. Yet another matter connected with transport, requiring urgent attention 
is railway freight and its application to export commodities. In the old days, 
it used to be a standing complaint that freight rates were so designed as to 
facilitate the export of raw materials and the import of manufactured goods, 
i'n either event, the policy, it, was argued, was detrimental to Indian industry. 
Partly with a view to meet this criticism and partly to maximise railways 
revenues, the policy now in force in fixing railway freights is to charge whatever 
the traffic will bear. We have been to d that the provisions of the Bailway Act 
prevent discrimination in the matter of freight-rates between one class of users 
and another. In present conditions, having regard to the fact that price-resis¬ 
tance to Indian goods is increasing daily, it is clearly desirable that freight to 
the ports should be given substantia! advantage. That even at the existing 
rates sufficient bookings are available does not mean that export demand is 
present to the same extent. When, as has been the case until very recently, 
transport is short, if the freight-rate for a particular commodity is too high, 
there would be no empty wagons to bear witness to the fact because some other 
commodity or some other consumer will fill the space. The mere fact therefore 
that there has been no dearth of goods being offered to fill wagons is no indi¬ 
cation that the freight-rates are not uneconomic, from the pout of view of the 
export trade. 

4. One of the chief wavs in which industries are kept export-minded in the 
United Kingdom is hv giving them special fac'h'ries in regard to raw materials, 
motive power etc. The system of centra's in the U.K. is far more extensive 
than in India and the fact, that an industry or a firm, which exports more to 
dollar areas, is treated more liberally in the matter of raw materials, is a power¬ 
ful inducement to keep up exports. We in this country should ntleast try to 
ensure that export industries do not suffer on account of a dearth of raw 
materials. The most important raw material from this point of view is steel. 
Some exports require tin plate for packing purposes, e.g. cashew nuts to the 
U.S. A. Others need it as an essential ingredient of manufacture. It has been 
represented to us that the leather goods industry as well as the bucket-making 
and steel furniture-making industry could do far more in the way of exports 
if tliev had the necessnrv amount of steel made available to them from 
controlled stocks and did not have to got it from the b’aek market. Then again 
there ore export industries which reonbe stw'l not, as a raw material but for 
purposes of maintenance and replacements. One big exporter of manganese ore, 
for example, has complained about difficulties in getting a few odd steel items, 
insignificant in quantity. He should ordinarily have been ali’e to get them 
from He provincial ornoia, but fa ted to do so because the Provincial Government 
had no particular interest'in exports. 

5. What is true, of steel applies equally to other scarce commodities like 
cement, non-ferrous metals, etc. A general announcement that, special and 
expeditious consideration will he (riven to requests for raw material needed for 
export trade purposes .should produce good results, provided administrative 
machinery is at the same time set up for the quick disposal of such applications. 

6. Many of our export industries need raw materials, packing materials, 
stores and spare parts, which have to be imported. Some of them mav even 
need to import new- plant and machinery in order to improve their efficiency or 
expand their production. It would be wTonsr to allow restrictions on import 
placed on account of shortage of foreign exchange to result in anv diminution 
of imported, supplies required to increase exports. Where it is clear that the 
imported requirements are such as are. not likely to be needed for domestic 
consumption and the sole purpose of imports is' to maintain or raise the level of 
••exports, it would be advisable to place them on an open general licence lor 
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hnporf purposes. When however licencing restrictions are necessary to prevent 
unduly large imports which may or may not he wholly recpi red for the purpose's 
of iho export trade, every facility' should be g.ven to the export industries to 
obtain their requirements through &ueh channc s. as suit them with as few 
formalities as possible. 

7. Elimination of delay in shipment would he a great gain to the export 
trade. .De’ay in shipment arises from many causes. There may be difficulty 
in obtaining licences. We have attempted to suggest reduction of licensing to 
us great an extent as possible. Where licensing remains, the officials issuing 
licences should, he impressed with the feeli.ig that they are there primarily not 
in order to refuse licences but to facilitate their grant in all reasonable ens is. 
The present practice of making three different ministries of government res¬ 
ponsible for export licensing means considerable harassment to the trade since 
it is not always known b,y which Ministry a particular commodity is licensed. 
We understand further that even in respect of items at present licensed by the 
Ministry of Commerce ad hoc consultation with other ministries is undertaken 
im.mpny.cases, before a license is given or refused to the app’icant. Such 
consultation .often causes much delay and by the time it is finished business 
may. have, been lost. Tt is essential that the policy governing the export of each 
controlled commodity should be settled periodically and its implementat : on 
left to the executive with power to use 1 its own discretion ' in bases needing 
urgent decision not’ covered by the policy laid down. ’ 

.8., Again,, there are,delays in Customs. Commodities which do not need 
an export licence are .often not passed by the Customs unless a certificate to 
indicate, thgt no licence js required is produced before it. . In other words, the 
shipper has to go to .the export control, whether the commodity is controlled 
pr npt. In our view this is entirely unnecessary and should be prohibited 
p,r hyvith. [shippers complain that on occasion the time taken in getting their 
shipping bills, passed through, Customs is so long that they even miss shipping. 
I’piticiibjrly is this, true when^the consignment has to go hv air and a delay of 
even hours may mean a considerable, loss, We are told for example that 
samples of tea which ore to he flown to IJ.S.A. and Canada in order that 
the buyers there may •.•able the r acceptance, get delayed for three 'to four 
days, on account of, Opstqms and other formalizes and in consequence some¬ 
times the business- is lost. .The, fear of smuggling of Indian goods out of the 
country, which was so prominent in the mind? of the Customs authorities 
during the war years, is nrobably no longer justified by the present position. 
Jletailed and careful scruff ny. of each consignment physically ns well'a? the 
time taken in handling'the documents should now be appreciably reduced. 
The ^prevailing high price for goods in this country means that goods ’arc more 
liable to be. smuggled into, the country than out ,of it. 

fl Apart from Customs and export licensing, there are formalities connect¬ 
ed with the filling of G, 11, forms which are sent to the Reserve Bank as a 
guarantee for the surrender of the foreign exchange earned. Obviously there 
can he no relaxation of this restriction. It has been urged that samples as 
a class should be excluded,.from the G.’.ft,' form procedure. On the other 
hand, wt have been told that there have been instances where the exchange 
control has been evaded by the despatch of a large number of small parcels. 
While appreciating ’fully the jjiffictdties of the exchange control in this respect 
w'e would suggest, that it' should be possible to exempt sample parcels of 
particular classes of goods going to certain countries from such restrictions. 
Thus, it is not likely that any one would ship tea to TJ.R.A. hv air freight 
in order to accumulate'dollars there. By dispensing with the G. R form 
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procedure, therefore, we have nothing' to lose and a great deal to gain. Simi¬ 
larly. there might be other commodities where after individual examination 
it may be possible to grant exemption, 

10. Yet another source of difficulty to the export trade is congestion at the 
docks, indeed so great has been the congestion in Bombay that shipping 
freights to and from Bombay have been increased by 25 per cent, thus making 
Indian goods more expensive abroad than they already were. This is a most 
deplorable state of affairs caused very largely by the failure of the proper 
auhtorities to get work done, and of labour to do the proper amount of 
vork. Nor is this a transient feature. The congestion has now lasted for 
several months. It is all the more surprising that this should be so, when it 
is realised that during the war in tiie Port of Bombay, one of the principal 
centres of import, both of war material and other goods, the turn-over of a. 
ship took much less time than a" present. We are told that some improve¬ 
ment is taking place and there is hope of further improvement, perhaps as a 
result of the reduction of the import programme. We see no excuse whatever 
for the state of affairs resulting in this additional levy on Indian trade gene¬ 
rally and Indian exports in particular, and we would urge that every step be 
taken to improve conditions in the port and have the extra levy removed. 

11 . While on the subject of shipping freights, we should like to mention 
the extraordinary flffuation in which coastal shipping charges are very much 
higher than the corresponding railway freights. This has a very serious effect 
not only on internal movements but also on our trade with Pakistan, goods 
to which country often go by coastal ships. In particular, the supply of coal 
to Pakistan would be easier and cheaper if the freight-rates from Calcutta to 
Karachi were more reasonable. One of the principal reasons for carrying goods 
by sea from one port of India to another was the low carrying charge as 
compared with railways and, indeed, the railways used to have to keep their 
freights down to get full loads. We think this matter should be examined at 
once by a really competent and independent authority. It may well be a 
cast of charging everything the traffic can bear, especially in view of the com¬ 
parative shortage of wagons and difficulty of loading by rail. 

12. For the development of our export trade it is important that We 
should as far as possible have direct contacts with countries which consume 
our products. Accordingly representatives of importing houses in overseas and 
adjoining countries should be riven every facility to visit this country in order 
to get in direct touch with Indian exporters and to acquaint themselves with 
the nature of supplies available for them in this country. We understand that 
owing to delay and difficulty in the grant of visas, many a potential customer 
is turned away. We would strongly urge that permission to visit India to 
those who are likely to be interested in Indian goods be given quickly and with 
the minimum of formality. 

GOVERNMENT MACHINERY 

Although it is true that in many matters, exports depend upon conditions 
which are outside the sphere of Government activity, the existence of a proper 
organisation within Government' charged with the direct responsibility of 
obtaining and supplying knowledge with regard to export commodities and 
having continuous information pouring into it about the progress of exports 
can be of great value. Most modern Governments have a Department of 
Overseas trade or even a specific Export Promotion department, either as an 
independent section of Govenime.it or as a branch of an important department. 
In India the general responsibility of encouraging exports rests with the 
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technique of business to understand a discussion by businessmen about busme 6 * 
gcnemiiy. He shou'd also, have a general idea of the principal products 
exported by this country, the raw material and the processes that go to their 
making. Besides integrity, the other personal qualities most called for are a 
genial nature, cheerfulness and ability to argue a weak case without 
becoming heated or embarrassed. Trade Commissioners should be properly 
trained before appointment. It would be advisable to insist on their qualifying 
in a spacin' department examination before they are sent out. Their useful¬ 
ness, we feel, is greatly reduced by. frequent transfers. When large sums have 
been spent in sending them and their families abroad, there seems little point 
in moving them around, just as they have begun to establish contacts and 
know the people, among whom their work lies. Just as the organisation will 
rely upon the Trade Commissioner for information so it must sse that it keeps 
him up-to date by supplying him with all the latest information regarding 
export commodities and developments. 

5. The organisation must keep its statistics abreast of immediate happen¬ 
ings. It should know from week to week the progress as regards exports of the 
principal commodities. I f it finds, for instance, that two xveeks have passed 
and some particular exports are falling behind it should immediately ascertain 
the reason It rnav often happen that prompt enquiry will enable it to settle 
Some difficulty which otherwise would not have come to its notice for a 
considerable rfrne. Further, if may he able to give some help to, or urge some 
net.'on on, the trade which will immediately lead to the making up of the 
'deficiency. Thus, port facilities may not be upto the loading required. If that 
is known,, the organisation can probably contact at once the Chairman of the 
Port Trust and obtain results. Or perhaps somebody is cornering shellac, thus 
hclding vm exports. The organisation might immediately initiate remedial 
action. Constant knowledge of the progress of exports of each individual 
commodity, combined and compiled regularly wiM give a complete picture of 
the merchandise item on the payments’ side of the balance of payment chart, 
So that it will tie comparatively easy to prevent a large gap developing, because 
if it' should appear that inspite of all action exports continue to fall, curtail¬ 
ment of imports at a very early date will be facil tated. 

jr, * 

6. One of the principal tasks of the organisation wou’d be to have 
restrictions against the import of Indian goods, wherever they exist, removed. 
It would prepare cases ’and see that they were Urged properly by our diplomatic 
rentesentatives* abroad By reason of the very close touch in which it would 
-be with our trade counsellors, immediately any regulation affecting trade on me 
out in a foreign, country, it wbuld gauge its effect on export business and advise 
traders accordingly and if necessary mofe for modification or change. Should 
prices,abroad 'seem .tc- show thai our goods cap no longer be sold competitively, 
at Would examine-at once what reduction Was possible either by way of removal 
w>f' dwfcy-sur •jrtsB.-oivby. -way of persuasion of<*he> business interests concerned td 
reduce margins of' pfofit. Such am dfgSnisatitjW' would, apart from - the 
.immediate future, jdso, attempt'to 'think out in ‘p&c'tftfef £ a’shiop• • tfte pbPsibili'ty 
of . the expampon of various branches of our gypo'rt trade in cquntries where it 
has become either static or in other countries where it htife not yet ’■peiieti'Mse^. 
Thus for instance, had such ai> organisation existed "at the present time, "it 
might have thought it worthwhile to consider on the removal of the export 
duty on cotton piece^oods which further markets would become interested in 
obtaining supplies of Indian cloth. It would have known the prices prevai’ing 
them, the freight charges from India to thos* ports, the tastes of the people 
and would have been able to give Indian exporters considerable guidance on 
the development of their trade. Publicity in the form of participation iii 
exhibition and fairs, putting up of show’-rooms, issue of literature-pictorial and 
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Ministry of Commerce. There is however no specific department or S', o- 
departmont which co-ordinates every aspect of export policy. The first 

requisite for effective Government assistance to exports is, in our view, the 

setting up of such an organisation. Its exact form must depend upon the 
functions it has to. exercise. In our view, it should collect information and 
disseminate it. it should watch and supervise the progress of exports. It 
should remove diffieu'ties, administrat ve, internal or foreign, or economic, 
internal. It should give guidance to exporters. It should take all measures 

necessary for the spread of Indian trade by publicity in all its forms without 

and within the country 

1 2. If the functions described above are to be exercised successfully, a 
separate organisation is- clearly necessary. It may be either within the 
Mi matey. of Commerce, or, preferab’y. as an independent entity under the same 
Minister. The organisation need not be large. A capable officer in charge 
assisted by three or four subordinate officers, efficient not merely in the Secre¬ 
tariat sense but with som > imagination and initiative, should suffice to make the 
machine pu'se . It should have local officers at the main ports. 

8, We give in some detail what we consider the duties of this organisation, 
should be, as we feel that, its efficient functioning will he of considerable help 
to the export trade of the country. For every export commodity, this organisa¬ 
tion should have full details about the internal production with any changes or 
variations that may occur from time to time in it together with.; the rearons 
for such changes. It should also have full information about the^demand for 
each such commodity in foreign markets, the prices prevailing from time to 
time, the activities of our competitors in each of these markets and the. 1'kely 
trends as they develop. Having obtained the information from foreign sources, 
it will he its duty no^ merely to publish it now and again in a Government 
bulletin or commercial publication hut. to see that the inforroatibn reaches the 
particular interests and sections concerned with the export business in that 
.commodity in the shortest time possible, P’or the collection of the information 
we have described above, internally, it will have to rely very largely on other 
departments of Government, except, of course, that it will have to keep in close 
touch with at least the .Associations dealing with the principal export 
commodities. 

4. For the nollejtion of Information from abroad, the main source’ Fill ba 
the T r ade Commissioners in various countries. From the reports from Trade 
Commissioners which are being published, we find that while many of them 
contain able expositions of the development in the economic life of the nation 
to which thev are accredited, very few indeed give specific and definite in arm a- 
$ion about the position regarding articles which India exports, the markets in 
which if is interested' and the possibility of the expansion of these exppete. The 
principal function, of a Trade Commissioner, as expounded to us by move, than 
obe foreign Trade Commissioner whom we oousu’ted is the nourishing anil 
expansion of export trade. Thai does not seem to be a view held by most of 
our Trade Cpimmssioners and we would recommend that they be clearly 
informed that their work will he index'd primarily according to their efforts to 
increase India’s exports. All this, of course, is on the understanding that 
suitable people ore recruited as the Trade Commissioners, Trade Commissions* 
should, apart from a good general education have a grounding in economics. 
Ability to ’earn languages quickly is also of value. In fact, as far as'uoss'bl* 
only a person knowing the language of a country should he sent 1o it as % 
Trade Commissioner. If this is not oracticable his appointment should ba 
made conditional on his learning to speak at least that language fluentl* 
within six months, He should have sufficient knowledge of the ordinary 
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flt&ffl TVise-in^rtlon of articles JeSllttg' with particular products in foreign news¬ 
papers',- al these would fait within itis ! spner* and it would have to see that the 
bust' v'iiUic rtxife (interned 1 for every rupee spent. It seems to- us- that such an 
would iili a considerable- gap m the couutry-'s administrative and 
trading- pijiiipittertt- 

7. It has been suggested in the seetion dealing with quality control that 
machinery' should be available for the immediate investigation of complaints 
tYom ioreigit dealers wli.eh point to fraud or systematic supply below 
specifications or failure to accept arbitration awards by Indian exporters. This 
organisation would seem to be the most appropriate body to deal with such 
complaints. If the number of complaints was .arge, one of its junior officers 
cou d- be put on special dirty for the purpose. Other-wise, he could lie deputed 
from time to time when such complaints aro c e. 


SOME SUGGESTION EXAMINED- 


We in this country are often accused—not always wrongly—of being imita- 
-xa .io ipauraj iGaxa plaonc cq a'sedoad -jou saop aaAa.woq aa^iuimoo siqj^ sjoj 
pedient which has been adopted in foreign lands, or even in England, the coun¬ 
try that for long has been our model, unless it is satjsAed that in our own con¬ 
ditions the expedient will prove of real value. Otherwise it would be simple to 
say “they have a Dollar Export Board, let us also have one; they have a 
Trade Research Organisation, we must put one up too.” Considering the com¬ 
modities . which we export, both these organisations would in our opinion be 
otiose. What v.ill export most of our principal commodities is competitive price 
and the quality which the consumer wants. If we can give that and in addition 
can offer redress in case of real hardship caused by the exporters’ mischief, 
that will do much more than special bodies for export promoting, either to the 
hard currency ureas or elsewhere. Market research of the type done by BETRO 
is also not really so important for our export commodities us for the consumer 
goods which form a very important portion of the exports of the United Kingdom. 
We do not wish to detract in any way from the usefulness of full knowledge 
dbdl.it tli« tastes of the buyer in foreign countries, but we feel individual sur¬ 
veys by people primarily concerned with exporting the particular article, com¬ 
plemented by h continuous flow of knowledge through our Trade Commissioners, 
’’-onI'd be more useful than the setting nj. of a costly organisation for the ex- 
■Ss purpose bf scientific research into tastes. 


2. Another point in which we are asked to adopt Western practice is that 
of having small councils for etch important commodity. These counoils, it it 
felt, would be convenient bodies for Government to obtain information regarding 
any special situations or grievances. . Truths West, these councils have deve- 
3^*7 useful..bodies particularly because of f the pemument staff employ- 
u j ^ ^kioh through a long period of years, has become expert in all 
the details of the manufacture and export of .the particular commodity con- 
©orned. f T»»sy8 tf»B, well-paid, weK-educated, cdm|«t^H'"«iibd'' devoted to the 
.interest,served, -is able to represent ’the tiftide $n diseifksiotn; with GoWinnHUt 
and wgue-with .officials on the tevfel arid in the maUndr Which they understand 
The usefulness nf the coundris depends Targefy <m Ithfe staff. It would be futile 

% hf>p . 6 ,c such COttl,i ** ’B^silkble eWn *ffter -several yeans by coun- 
■ °. the same nature appointed 'here. JESfperidnee aho-Wg that much bigger 
organisations too generally Mack competent dteff. Tn the circumstances tee 
wThVw’ appointed, might -se«e * ‘limited pti*pOse. At the same time, they 
might be a danger to the -fdrm*tidn of clear artd s/ocilrkte opinion by Government 
as m present, -conditions they might well be dominated ter the WstT^erfui 
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interest* in the trade of the particular commodity. The very fact of the exist¬ 
ence of the Central Government organisation which we have proposed will make 
it easier for exporting interests to convey suggestions and information to it 
promptly and we feel certain that whenever any situation arises needing ins¬ 
tant action, there will be no hesitation in approaching this organisation, more 
especially if jt functions as it should. 

3. An idea that has been bruited about recently as a panacea for all ex¬ 
port ills is the Export Credit Guarantee Scheme, ibis, it is hoped by those 
who put it forward, will increase exports very largely because it will guarantee 
payment to exporters. They will thereby ship large quantities on consign¬ 
ment basis to importers and countries even if they have not traded with them 
before. The British export trade guarantee corporation is in reality an insur¬ 
ance scheme with policies to cover various contingencies. It lays down that 
at least 10 to 15 per cent, of the risk is always carried by. the shipper and it 
involves a payment of quite a respectable amount for the benefit it confers 
by meeting the liability if owing to one of specified reasons, the importer does 
not pay. The scope for such a scheme is very limited in India. The nature 
of our exports, the traditional ties between exporter and foreign importer, the 
absence of political interference with export trade in most of the countries to 
which we export, all these make such a scheme unnecessary. Moreover in 
order that insurance should work satisfactorily, the number of insurers must 
be quit'! large and the business must continue regularly. In the U.K., f r 
instance, a shipper taking advantage of the scheme cannot pink and choose 
the consignments which he will insure. He must insure all consignments he is 
exporting to a part'ou'ar destination. Apart from other considerations, there 
is riot likelv to he that amount of business which would allow such a scheme 
to he worked successfully and, in all the circumstances, 't would be best not to 
waste further thru in consideration of this and o+her similar projects but to im¬ 
ply ourselves to Vhe real remedies for increasing exports—reduction in pri e, 
use of good material and suitable workmanship. 

4. Another idea that from time to time is put forward is that of the estab¬ 
lishment of free ports and free zones. A free port is defined as a port-citv or 
town-in which goods are free to arrive, to be. kept, processed and exported. 
They pav no fluty at all unless they are moved from the port area to the 
hinto'dnnd. The idea of having th n cities of Bombay, Calcutta and Madras as 
Iree ports is undoubtedly attractive to the inhabitants of the cities, but in view 
of their geom-aphical situation, it would be quite impossible to prevent large 
ocah smuggling of goods from these free norts into the country proper. More¬ 
over, at least, Calcutta and Bombay are themselves very large consumers of 
imported goods so that the scheme would mean that the inhabitants cf these 
cities woo’d pav no duty on imported goods consumed within their limits. 
The adoption of any such aahetne might well mean & loss of 50 per cent, of 
pur import revenues. 

5. The other .enggeation, .of, * free seme, covering Ihe port area alone end 
not the whole town seems, al first sight more, feasible. Here a particular portion 
of a town could, no doubt be demarcated- and by stringent watch and ward and 
uuhroi, movement of goods from it to,the rest ®f the town could ho prevented. 
The efficiency and the value v of a free„7,one however depend very largely on 
the excellence pf the port facilities it. Can. offer. . We have referred to the 
state of congestion that,delays shipping.at least in Bombay and Calcutta. An¬ 
other ppint to remember is that the. nature of our trade is not such as to include 
verv manv articles which wa could process and re-export from these.free genes. 
Cashew-nuts and diamonds seem to be about the only two. We have advocated 



37 

a drawback of imports duties in the hope that this will lead to a large re* 
export of processed goods business. When that occurs, it may be desirab'e 
to re-examine this idea in the light of the conditions prevailing. Unti, then, 
expenditure on such a scheme would not be commensurate with the advantage 
to be gained from it, 

PART III 

COMMODITIES 

JUTE MANUFACTURES 

About a third of all India’s foreign exchange earnings in 1948 came from 
this commodity and 06 per cent of hard currency earnings had their origin in t e 
same source. Any increase or reduction in export of these goods, therefore, 
is of very great significance. From the point of view of the balance of payment 
position, jute manufactures merit more attention than ail the other exports of 
this country put together. It is very unfortunate that this Committee has to 
take into consideration exports of this article at a time when a major crisis 
Has alleeted the industry manufacturing it. 

2. Jute manufacture is the world’s premier packag ng material. It has at¬ 
tained that position primarily on account of the cheapness of its raw material. 
The uverage price of raw jute in the thirties was Its. 5-15-0 per maund for 
middles. On occasions, raw jute was in such ample supply that it could nob 
all be used for manufacture and prices fell so disastrously that Government 
hud to have recourse to restriction schemes. War came at a very opportune 
moment for jute manufactures. War orders cuused prices to increase. Later 
came controlled prices for both jute and jute manufactures. The final ruling 
prices just before the end of control were Rs. 17/- per maund for raw jute (mid¬ 
dles/. 

11. A long drawn out controversy between the Government of Bengal, which 
alleged that the jute cultivator had had a raw deal during the period of the 
war in not having been allowed to make all the profits that the demand for 
jute goods throughout the world would have justified, and the Government 
of India, which thought that in the major interests of the jute grower, the juto 
industry and the foreign trade of the country generally, it was desirable that 
jute prices should not bs allowed to rise unduly, ended in September 1946 
with the victory of the Government of Bengal and tjbe decontrol of prices. Raw 
jute prices immediately doubled and have since then with occasional fluctua¬ 
tions maintained a level at least 44 times that on the outbreak of war. The 
prices of jute manufactures too shot up and have with some fluctuations conti¬ 
nued at a very high level. We are now nearing the end of the third year. since 
the termination of control and the effect of the price changes described above 
has been a serious challenge to the jute gbods' position as the world's principal 
packaging material. Jute manufactures today are at the cross-roads. 

4. In the last two years, competition by substitutes, started during the 
war because of the absence of sufficient jute goods to meet demand, has be¬ 
come increasingly grave. Far from strengthening its hold on the markets that 
it had held before the war, as it should have done in view of the prosperous- 
industrial conditions following the war in many parts of the world and more 
especially in the U.S.A., it has actually witnessed a contraction in the sphere 
of its usefulness. Its principal competitors have been cotton and paper. Both 
these have entered territory in wh’ch into previously held undisputed sway. 
From many spheres, jute has been completely driven out and so utter has been 
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its rout that there is very little chance of-its return-, hovyeyer low its prices 
sink now. Thus, certain industries .which found in jute-the r.mqs. usefu, pack¬ 
aging material,iuive been compelled by the , high pp.ees of jute manufacturea 
to convert their,.packaging systems in order to utilise , nui ( fthw , s.il paper nags. 
This has meant capital investment on a substantial scale aqdthe probable, end 
nf jute in such concerns for all time. Most such developments hove taken 
place in the American market . Further . dangers threaten not only the 
American hessian using market, hut also other mar.e.s whe e hacks are pri • 
■cipallv used. Bulk handling of .important eommodhies like sugar, hitherto 
packed in sacks, is in the air and the fruition of such projects may well have an 
extremely damaging effect,- on the juie industry. In brief, price is the paia- 
inount factor in mrintaining the use of jute. Jute won .leadership on Price. 
It is losing it for the same reason. 

5. The upward trend which began with decontrol has been aggravated by 
the peculiar conditions brought about by partition. All the manufacturing units 
me situated in one domin'ott and 75 per cent of the raw material in ilv other. 
Had relations between the two been established on a, satisfactory friendly 
basis, this might not have'been so complete a misfortune , as in the cireum- 
stanees, it has turned out to be. Tn the situation that has emerged, howc er, 
it has, not, been sufficiently realised that the real interests of the jute grower 
arid the jute' industry arc identical. A sensible arran -ement yhieh would hav; 
enabled the two complementary economies in respect of this material and 
industry to. function as one was obviously desirable. Tt has however rernaiued 
unattainable arid we find'tin two areas going their own ways almost as if .they 
had no need for one another and no interest in each other’s welfare. 

ft. About 80, per .cent of the jute .goods manufactured in India are export¬ 
ed, , The .‘effect of ,the succession of , high prices lor.many months has. modchtaeU 
felt in ,the export returns pfthe first half of 1048 which show a fall in compari¬ 
son not only with the pre-war period but oven with 1948. The tali has been 
■greatest in the hard currency areas where the deterrent effect of the high price 
baa, been; accentuated by the business, recension. 

7. Apart from raw material and conversion cost, there is another element 
which is often responsible for disturbing both the level of prices, a id fhe, stabi¬ 
lity of that level. This is speculation. Speculation in jute takes ipany forms 
In fact, pf all commodities, this is eminently the one.in, which,people j.’tpke a 
View”. The buyer of raw jute has often sold before he Ijas fought or vice 
versa. 'He has taken a view. The Baler follows tbq same practice. . He .too 
takes a view arid sells, his finished product before,, ha,.fins obtained his 
raw-material. The manufacturer is not averse to taking . a viewy It 
is h : s usual practice, we- were told, to sell forward .from three months 
to- a year ahead and, he must, obviously, when he does ...that,, occasionally 
have to. re'v -on obtaining his ra-w material later. The buyer of ..^he .manufac¬ 
tured goods from the jute mill, too is generally a view .taker. Not always has 
he an order booked when he buys the goods. Infrequently,, inejeed, is ,jie ,the 
person who- reallv ships. " The contract from the mill generally passes through 
a large number of hands before slrpment- is made; each, of ..the persons through 
whom it has passed is also, taking a view. But the apotheosis of vjew taking, is 
to--be found in “Fatka” market—the venue for speculation in jute goods 
futures. ’ It piurporta to provide a hedge market. Almost, everyone is agre‘d 
that- in reality- if serves no purpose excard that.of encouraging, gambFog orgies 
at present. It, accentuates trends. When prices are high,> it pushes them 
higher. When they tend to go down it, depresses them further. Its effect on 
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exports is particularly disastrous, when the 'prices of jute goods are high on 
account of high costs. By adding a heavy burden of speculators’ profit the 
competitive strength of the commodity is considerably weakened. Then again, 
the fact that the price can be made to fluctuate from day to day and even 
from hour to hour has, of late, tended to encourage “hand to mouth” buying 
by foreign countries. 

8. The I.J.M.A. has, on more than one occasion, asked that the industry 
be protected from such activities. No action however has been taken. We 
have heard at length all the arguments that could be put forward in favour or 
speculation in jute goods. We remain impressed with the need for the 
removal of this very grave danger to the stability of the industry and the 
expansion of the export trade, and we recommend that immediate stops be taken 
to prohibit all futures trading in jute manufactures. 

9. It is necessary here to make a distinction between the Futures market 
and . the Forward, market. The difference between forward trading and futures 
dealing lies in that in the former 1 what is being sold is either goods or capacity 
to produce goods. The producer takes the ultimate responsibility for fulfilling 
the forward contract. At the buyer’s end too, the buyer is a- person, who wants 
the goods to be delivered to him on the date specified in the contract either 
for shipping them to an overseas buyer or selling them to another ultimate 
consumer, if he himself does not happen to be one. In the futures market, 
however, what is sold is a basis quality which gives a hypothetical claim to anv 
one of a range of goods, which the seller hopes to fulfil by having resort to a 
purchase at a later date when the market is more favourable to him or by 
making a purely financial settlement of the difference, between the sale price and 
the prevailing ready price when the due contract mature*. 

10. To reduce speculation as much as possible, it would seem desirable that 
even in forward trading, the speculative element should not be allowed to in¬ 
trude itself and sales should be made permissible only to the consumer over¬ 
seas or the shipper and to no other intermediaries. Such an arrangement, it 
has been said may weaken the position of the mil’s regarding finance. We do 
not see why this should be so, since even with forward sales, payments are 
only made when delivery becomes due. As in the last analysis, the total de¬ 
mand for and the total sale of jute goods must rest on the willingness of the 
consumers to purchase, the industry cannot really hope in the long run to sell 
more than the consumers will buy, simply because there are some intervening 
speculators. The action proposed has become all the more necessary because, 
regrettable as it jjs, the number pf cases in which mills sell their goods c.n a 
forward basis to their own managing or selling agetns is, we understand, on 
the increase. These agents run a separate business which derives advantage 
from the sale of these contracts to other persons, the profits from such trans¬ 
actions not appearing in the mills accounts. 

11. The measure proposed would be the ideal arrangement. There appears 
however to be much opposition to it by the trade as it is felt that its immediate 
effect would be on entire dislocation of the marketing conditions and a retard¬ 
ment of the progress of exports which is the opposite of what we wish to 
achieve. The disturbance in the market'may not be as long-lived as the trade 
apprehend and the long-term prospects of the export trade will benefit greatly 
from the change proposed. In ■ certain very special circumstances, as for 
example when a foreign consumer fails in business and cannot take up the goods 
contracted for by him, it may be necessary to permit a shipper to sell to' another 
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shipper for export Such cases are likely to be rate. Then again, a certain 
proportion of the production of the industry, is consumed internally, and 
therefore, in laying down that sales should be made by mills either to overseas 
buyers direct or to shippers who undertake to export the goods on delivery, 
some provision is necessary for the needs of the internal market. The amount 
to he left aside for free safes in the country will not probably exceed 124 P er 
cent, of the total mills production, and that too, of certain varieties only. 
To leave each mill free to sell that proportion of its production internally will 
not in any way affect the enforceability of tlie arrangement proposed. 

12. We cannot conclude this discussion of speculation in relation to juto 

joods better than by quoting from the Digest of the Marketing Survey of the 
TJ.S.A. and Canada prepared for the — 

“It is a common saying here that—“next to horse racing, burlap trad¬ 
ing is the greatest speculation in the world”. American industria¬ 
lists, figuring in fractions of cents costs on articles manufactured 
in millions of units, have no favour for products whose prices 
fluctuate widely. Nor do they enjoy paying a series of tributes, 
no matter how small per assessment, to such a series of brokers, 
sub-brokers, shippers, boraars, etc. between manufacturer and 
American importer as now impede the straight, swift, economical 
purchase of burlap. We urge that everything possible be done 
to streamline the jute fabric distribution system to cut costs, 
promote goodwill, expedite shipping”. 

13. Where an industry holds as monopolistic a position as the jute industry 
does, it is essential that its products should be mad© available at reasonable 
and competitive prices, and in the maximum possible quantities. On© bar to 
reasonable prices, speculations we have dealt with above. Other reasons 
put forward for the high prices are the raw jut e costs,, export duties and increase 
in the cost of production. The price of raw jute today is Bs. 39-8-0 for middle 
jute as against Be. 8-6-0 in 1940-41. The lowest price during the 1948-49 
season was Bs. 40 and the highest Bs. 44-8-0. The principal reason for the 
high raw jute price is said to be scarcity of supply. There has been varying 
estimates of the new jute crop. India, it is said, will produce 28 to 30 lakh 
bales, Pakistan 55 to 65 lakh bales. The most knowledgeable sources hold that 
the total for both countries will be about 90 lakh bales, the Pakistan crop being 
not less than 60 lakh bales. The various statements from Pakistan suggesting 
a lower crop are alleged to he due to a desiif to obtain as high a price for the 
cultivator as possible. Nor indeed in this respect' do the advocates of a high 
price for the Indian cultivator fall far behind. Their statements as to the cost 
of cultivation, if relied upon as a basis for price fixing would make it quite 
impossible to manufacture 'jute goods competitively in their country. Mill 
consumption in. a normal year is not more than 60 lakh bales. If therefore the 
entire crop was at the disposal of the Indian Mills, the industry would be in 
a very happy position. Exports of raw jute, however, normally vary between 
20 to 25 lakh bales. Assuming that 2/3 of these come from Pakistan and 1/3 
from India and taking the higher figure, this means that without any ban on 
exports 22 lakhs would be available in India and 44 lakhs in Pakistan for the 
Mill demand or somewhat 66 lakhs against a total need of 60 lakhs. That is 
undoubtedly a tight position and such as under condition of normal competitive 
buying, is likely to lead to a steep increase in price. Whether the crop fulfils 
this estimate or is slightly less, it does seem that in the absence of friendly 
negotiations with Pakistan designed to fix purchases- at a reasonable price, the 
only hope for the mills is to avoid competitive buying. When the supply of a 
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commodity is either just sufficient to meet its need or a little less, nothing can 
so easily push up the price as purchases by individuals, each trying to do his 
best ."or himself. The Indian Jute Mills' Association is an extremely well- 
organised body. We feel that it should not have very great difficulty in buy¬ 
ing all the jute required for the Mills itself, using such agencies as it thinks 
necessary and distributing its purchases to itB constituent units in accordance 
with a plan drawn out after consideration of their needs. The price to be paid 
must be reasonable if the scheme is to ba worked without engendering lasting 
bitterness. If the mills are to get their raw materials at such rates as would 
enable them to compete we do not see any alternative to the course suggested. 

14. We proposed this line of action to the I.J.M.A, They seem to concede 
that it is the ideal solution but they feel that they cannot attain the ideal on 
account of practical difficulties. These practical difficulties are the large amount 
of finance needed, the bulk of the material to be dealt with, the unpleasantness 
of doing away with some of those who would become redundant if such an 
organisation were set up, the difficulty of interposing an organisation between 
the existing sellers and the actual purchasers each of whom has its own 
specialists few selection of varieties and qualities. All these are difficulties, but 
the obtaining of sufficient raw jute at reasonable rates to enable mills to sell 
their production at reasonable prices is an aim in the fulfilment of which one 
would have thought an organisation as powerful and well-knit as the I.J.M.A. 
would not have shrunk from difficulties. The finance needed is not likely to 
be more altogether if the I.J.M.A. buys than if each one of the mills buys 
Separately. If the I.J.M-A. is going to purchase on behalf of all the mills, 
surely it should have no difficulty in obtaining advances from the mills. The 
bulk of the material is not going to increase on account of the centralised pur¬ 
chase indeed ne.ed does the scheme entail any large stocks being built up by 
the Central Organisation. It should be quite easy to direct each consignment 
as soon as it has been purchased to the proper destination. The best specia¬ 
lists from all the units might conduct selection for the I.J.M.A. so that there 
heed be no dissatisfaction as to quality. If some of the individuals and con¬ 
cerns are not needed under the new scheme, that is unfortunate but must be 
faced. 

15. The industry has proclaimed time and again that its present and its 
future depend entirely on obtaining raw jute at economic prices,. The 
method adopted by the industry itself—closure for one week each month—ha, 
not achieved this object. The industry admits that the suggestion made by 
us is likely to attain the end in view. We have dealt with the difficulties it urges 
above. None of them seems to be fundamental. When an industry is facing 
a really grave crisis, it must be prepared to adapt its methods and its organ! 

■ sation to new circumstances, if it is to avoid bringing disaster on itself and on 
the country generally. We trust that the industry will not be found lacking 
in tbit matter, since without its co-operation such a scheme cannot work. 

16. A reasonable price for raw jute will only be acceptable if it is at the 
same time clearly known that the jute manufacturer is also getting only a 
reasonable profit. Once this reasonable raw jute price has been established, it 
will probably he in the interests of the manufacturer himself that maximum 
selling prices should be fixed above which he would not sell his goods. The 
advantage of such a course to the foreign buyer is obvious He would know 
exactly how much the mill was getting and so would be able to pay just the 
extra amount necessary for the services rendered by the shipper. For the 
regaining of lost markets and the expansion of exports in this commodity, a 
controlled price can well be a most potent weapon. We recommend that as soon 
Ets necessary conditions obtain, this matter should receive immediate attention. 
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17. Tlie second element in the coat of jute goods to the overseas buyer is the 
processing cost in India. In the time at our disposal, it has not been possible 
to examine this. There seems to be no uniform or scientific system of cost¬ 
ing in most of the units constituting the industry. We were told for instance, 
tnat it has not been possible to have a consolidated balance sheet of the whole 
industry although efforts in that direction had been on foot for over ten 
years. The Chairman of the l.J.M.A. furnished us with figures of the costs 
of what he considered a reasonably efficient unit of his own group. Though raw 
material forms about 70 per cent, of the cost of jute goods, there have been 
increases iu several items of the conversion costs and some of these probably 
need explanation. The industry assesses the increase due to the recent labour 
award at Its. 50 a ton. Its contention is that the prices at which it has had 
to sell its goods in the first six months of the year have not been remunerative 
and many units have suffered losses. The Chairman of the Association iu a 
speech made by him had assessed the monthly loss suffered by the Jute Mills 
at “an amount equal to 1^ years average net profits over 15 years” and gone 
on to say that at that rate the industry would exhaust its total reserves of 27 
cror.es of rupees in another ten months. On enquiry as to how the amount of 
losses suffered had been brought out, we were not furnished with actual figures 
showing the break-up of this total but were told that “a quick rapid survey of 
the position wag made to get at the figures mentioned” and for confirmation 
were asked to see the reports of various companies, for the half year ending 
March 31st, which had been and were being furnished to us. Several of these 
show a loss. It is of course hot possible to come to any considered opinion ori 
the question of losses without proper investigation of the balance sheet figures 
and of the reasons given for the financial position indicated by the various item*. 
It may however be said with some certainty that the margin between the price 
and the cost has certainly narrowed considerably in this period in comparison 
with previous years. Full and careful costing of the industry by an independent 
authority is very desirable. 

IS. Another factor that undoubtedly has some effect on the price of jute 
goods is the export duty, both raw jute and jute goods have been subjected to 
export- duty for many years. Considerations of revenue led to th e imposition 
of the duty. The Fiscal Commission of the early twenties came to the conclu¬ 
sion that these duties were not hampering the export trade in these commodi¬ 
ties. An interesting comment the Commission made was that the monopolistic 
position enjoyed by these commodities might not continue for all times and that 
there were dangers ahead to which Government must be alive. A study on 
Burlap by the U.S. Tariff Commission mentions that the higher export "duty 
on raw jute in comparison to that on hessian has made it necessary- for the 
U. S. A. to import large*" quantities of jute goods than raw jute, 

19. The Export duty on raw jute, which was thus a blessing to the Indian 
Jute Mills, has with Partition and the imposition of an enhanced export duty 
on raw jute coming from Pakistan to India become a Considerable burden. It 
means a difference of as much as Its. 4 a maund to the price of Pakistan raw 
jute imported for Indian Mills. A suggestion has been made that some relief 
might be given to the industry by reducing the export duty on jute goods so as 
to offset the Pakistan duty on raw jute .to some .extent. This suggestion seems 
to gain force from the fact that the price of jute goods itself is now considered 
too high in overseas markets and the export duty on manufactures is yet another 
cause of the high price of jute goods, which is facing the maximum competi¬ 
tion from substitutes. Th e incidence of the duty amounts to 6 per cent, of 
tile value. 

20. There is no certainly that if a reduefin were given to offset the Pakistan 
duty that country would not rai.se its export duty on raw jute higher, knowing 
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that the main consumer would now be able to afford as much as in the preceding 
year. The real point is whether the cost of manufacturing jute goods and their 
selling price being what they are, the export duty is a hindrance resulting 
either in a lower volume of exports or in an unreasonable low return to the 
industry. We have already come to the conclusion that it is desirable to lower 
the selling price of jute goods to buyers abroad.. This in itself irrespective cf 
Pakistan’s raw jute duty would have led us to recommend a removal of th e ex¬ 
port duty but for the fact that the marketing arrangements for jute goods are 
such that there is no guarantee that the removal of the export duty would 
mean cheaper supply to the overseas buyer. The presence of speculation to 
which we have referred means that if the export duty were taken oft today, the 
price of gunny would rise by a corresponding amount and probably, if an 
optimisric view was taken, by an even larger amount. In these circum¬ 
stances, we hesitate to recommend a step which might well mean a 
considerable loss of revenue without advantage to the export trade. If after 
the measures which we have indicated to check speculation have been taken and 
the costing of the industry has been completed, it still appears that a reason¬ 
able price for jute goods, inclusive of export duty, is such that the effective 
demand is below the production, there would undoubtedly be a case for reduc¬ 
tion or abolition of export duty. 

21. The system of personal and destinational quotas, which with several 
variations followed the ending of jute control has it is urged been responsible 
for keeping the level of exports below what it might have been. The need 
to restrict the amount which any shipper would be allowed to export as well as 
to allocate quotas to countries was felt so long ns the total demand for jute 
goods was well in excess of the supply available. There has been a material 
change in the last 12 months, and exports to hard currency countries have been 
free from all quota restrictions. A similar policy in respect of soft currency 
countries would now be justified. Until recently, jute goods had a special 
value 'in international trade negotiations so that against an allocation of jute 
goods, foodgrains and other essentials could be procured. In present altered 
circumstances, the simplest course would be to leave exports free. 

22- Connected with this problem is the somewhat delicate one of South 
Africa, The decision to stop' trade with that country was taken on political 
grounds. The industry feels that denial of opportunity to have direct trade re¬ 
lations has not prevented jute goods from reaching South Africa from other 
producing countries and even from India, by diversion through other countries. 
All. that has happened is that South Africa has had to pay a higher price for its 
supplies and the beneficiaries from this higher price have been other countries. 
The continuance of the ban is a constant spur to research for substitutes, which 
if once established may damage the industry and the export trade in many other 
sectors, Whether these economic considerations should outweigh the political 
decision in force is a matter for Government to decide. We would however 
point out that in order to prevent goods reaching South Africa from other 
destinations, a great many restrictions are being imposed which have the effect 
of hampering trade_ with other countries. Thus, we understand that if goods 
shipped by any shipper to a particular country find their way ultimately to 
South Africa the shipper is penalised whether or not he himself was responsi¬ 
ble. Then again, we understand that quota? for certain countries are deliberate¬ 
ly kept at a low level because it is feared that jute goods would be re-ex'ported 
from there to South Africa. The abolition of quota limitations should not, in 
our view be deferred because of this apprehension. Nor should the present 
system of penalising shippers whose exports are re-shipped from other coun¬ 
tries be continued. 
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23. Production is a necessary preliminary to export. Accordingly, the a tn 
should be to increase rather than curtail the production of jute goods. The 
industry has hardly ever really produced as much as it possibly could. Pro¬ 
duction has on occasion been limited to assure profits or avoid losses. Esti¬ 
mates of world requirements of packaging material in the post-war period are 
at a higher level than pre-war. Accordingly, if jute can regain its position as 
the most economical packaging material, there is no reason why the industry 
should not be producing and exporting more than it has ever done. 

24. Against this possibility which we should like to see achieved, we turn 
to consideration of the present curtailment in production. Prom May, the in¬ 
dustry has been working below capacity. The first cut in May reduced hessian 
production but sacking production was increased, to maintain the total appro¬ 
ximately as before. Eropi July production has been cut by the deoision of the 
jute mills not to work for one week in each month, 

25. The reasons given by the I.J.M.A. for this curtailment were scarcity of 
raw materials, the need to carry on through the months of Ju'y and August 
and to build up sufficient supply during the months immediately following the 
jute harvest to meet fu'l demand later in the year. An equally ii iportant 
point was the need to keep raw jute prices at a reasonable level so as not to 
have to raise the price of the finished material. It was also hoped to stabili-e 
jute manufacture prices' at the then ^prevailing level. 

26. The stock position as given by the I.J.M.A. showed that the industry 
as a whole could have Continued by using up their total stocks to work for 
July, August and upto the middle of September on the basis of full production. 
By curtailment in July and August it has saved two weeks supply. If 
curtailment is continued in September, it will save another three days at the 
most. But whether it continues to curtail or not, it cannot much longer keep 
out of the market. We have therefore to see whether the other two considera¬ 
tions justify a policy of future curtailment. The prices of raw jute have 
again been rising and in fact they arc now approaching the prices prevailing 
during the last season. Whether the temporary decline in prices 
of the new crop for forward sales which took place early in July was 
occasioned by the policy of closure announced by the jute mills or whether it 
was a natural re-action to the then prevailing estimates of the size of the raw 
jute crop, which was being placed at hundred lakh bales, must remain ft 
matter of opinion. On the other hand, it seems to us that in two ways the 
policy of closure is actually tending to raise rather than lower the price i f raw 
jute. Firstly, it has engendered active opposition on the part of the Pakistan 
Government who have interpreted the action of the I.J.M.A. as calculated 
to exploit growers. Secondly, the fnet that the price of jute goods has been 
rising so steadily has caused the grower of raw jute to feel that there is no 
reason why he should sell his raw jute at a lower price today than he did a 
year ago. 

27. This bring us to the third consideration mentioned by the I.J.M.A, 
namely that of stabilising prices of jute goods. Far from stabilising the effect 
of the* closure has been to cause uncertainty, fluctuation and a steady rise 
in prices. Even before the policy of closure, had been definitely announced, 
the market had begun to react to rumours about the closure. As soon as the 
closure was announced, prices went up though no curtailment had yet taken 
place in production. The rise in price since then has been spectacular. At 

no time has sacking sold at such high prices as it is selling today.at ft 

time when every one is agreed that the prime need is to lower the price of 
jute goods to buyers. The I.J.M.A. are themselves emphatic that this rise 
in prices is not of their seeking and that the speculative market is solely 
tesponsib'e for it and is benefiting from it. We have been told boweve.r that 




more thar. one foreign buyer Is inclined to regard the closure ns merely « {.rice 
manouvre on the part of the manufacturers—a very serious matter from the 
point of view of goodwill. 

28. Considering all the circumstances, in our view, continuance of the 
closure is not likely to serve any useful purpose and we would strongly urge 
that full production be resumed. 

29. We are informed that within the Indian Union there are some quantities 
of raw jute left ever from last year’s crop which have failed to make their 
appearance in the Calcutta market, on account of transport difficulties. It is 
very important that raw jute movement to Calcutta from every source should 
be expedited forthwith. All impediments in the way of smooth and continuous 
progress should be removed if necessary by uhdertakihg special transport 
operations. Within the next two fortnights, as large quantities us possible 
should appear in Calcutta from both the old and the new crops. 

30. The closure, apart from the other harm it may have done, has affected 
detrimentally the cost of manufacturing jute goods. It has been estimated by 
the industry that every ton of jute produced since the closure has cost 50 
rupees more than that produced before the closure. This is equivalent to an 
increase of Its 1/12/- a maund in the price of raw jute. It has been suggested 
that had it not been for the closure, the parlous financial condition of some of 
the units In the industry might have made it necessary for them to close dewn 
completely. The inference from this is that a rise in prices was most desirable 
from the point of view of at least these units. However, as we have pointed 
out above, this closure has meant a very appreciable increase in cost, not only 
to the units which were suffering losses but to those which were wording at a 
reasonable profit. This in effect means that the inefficient unit becomes a 
burden to the more efficient units and the industry as a whole adds to the 
burden of the consumer. In our view, it would be much better to let those 
unit's which caftnot work at a profit close down, while those which can break 
even or work at a profit continue operations fully. In fact, from the public 
point of view, it would be even advantageous if they were to expand production 
so as to make up for the loss in production caused by the elimination of the 
less efficient units, thus providing employment at least to a certain extent to 
the workers discharged from the less efficient units. 

31. If has been represented that many units of the industry have suffered 
on account of delays in the issue of import licences for new machinery and spare 
parts, which have been on order and are in some cases ready for shipment. In 
the absence of import licences, we are told, machinery has been diverted to 
other countries. In our opinion delay of this nature causes damage to the 
national economy and should be avoided. 

32. Some of the recommendations made above may seem unorthodox to 
those who think controls should only be applicable to commodities and indus¬ 
tries producing essential articles for internal consumption. But jute 
manufacture, by virtue of its position as the biggest earner of. foreign exchange 
is as vita! to the interests of the country as food or cloth. Not even the most 
ardent supporter of free enterprise can argue that if those concerned in the 
manufacture, marketing and trading of so valuable an article consider only their 
direct interests, arid take ho thought for the public good, they should not be 
liable to regulation and control in the larger interest's of the community. 

TEA 

The second largest item in our export trade is tea. Tea production has 
Increased from 452 million lbs. in 1938 to 616 million lbs. in 1948. Total' 





exports for the year 1948-49 compare favourably ’with exports for any 
previous year. 

2. The only unsatisfactory feature about tea has been the decline in 
exports to the hard currency area during the last financial year. We have 
endeavoured to ascertain the reasons for their decline. So far as we can judge, 
this has been very largely a question of price. Though the United States and 
Canada favour the Ceylon type of tea, which yields a flavoury liquor, yet Indian 
tea would have been acceptable, had the price been in its favour. Last year, 
Ceylon did not tender as much as it normally does to H.M.G. at a fixed price 
Under the bulk purchase scheme. It consequently had a large quantity left 
over for sale by auction and the price fetched was lower than the Indian price. 
Accordingly America preferred to make its purchases in the Ceylon market. 
Contributory’ factors to the American lack of support for the Indian market 
■Were failure to refund the excise duty on exports promptly and to some extent 
sale of the South Indian tea preferred by Americans under a barter agreement 
to Russia From this however it is not to be inferred that we oppose or in 
any way dislike barter agreements. We realise that in barter agreements one 
cannot always have one’s own way and must naturally sometimes have to 
give things, which other customers may prefer. All that is necessary is, so 
far as possible, to avoid disturbing settled chanels of trade. If a- commodity 
has been bought by a particular market, for a long period, it is desirable not 
to divert it to another market unless reasons of over-riding importance make 
such a transaction essential. 

3. The principal problem that will arise in regard to the export of tea will 
be competition from Indonesia in another couple of years; it is as well that 
both Government and the tea industry should be prepared to face that com¬ 
petition when it comes. One method of facing it would be b,v reducing costs 
as much as possible at the present time and indeed by even selling to foreign 
markets at reasonable prices rather than attempting to obtain everything that 
the foreigner will bear. 

4. We have noticed with considerable surprise that an Ad Hoc Committee 
appointed by the Commerce Ministry in February 1949 to report by the end 
of March 1949 has still not completed its labours. So far as we have been able 
to ascertain, it is at the stage of considering written representations. The 
issues before this committee are of special importance in view of the uncer¬ 
tainty regarding the continuance of the bulk purchase scheme, which on the 
whole has worked satisfactorily from the point of view of Indian exports and 
the industry. Tea is a commodity of the greatest importance to this country 
and we cannot but condemn this delay in the consideration of its extremely 
important problems at a time when prompt action in many respect is necessary 
to safeguard its continued prosperity. 

5. We note with pleasure the absence of speculation in this commodity. 
Tea seems to be one of the rare commodities which is grown, packed, railed, 
sold and exported without any of those gambling transactions which seem to 
be the natural concomitant of such operations in many other commodities. As 
such, its difficulties deserve very special recognition. Two have come to our 
notice. One is the difficulty in getting supplies of suitable tea chests in 
adequate quantities. We understand that steps have been taken to licence 
certain indigenous firms to produce tea chests according to specifications laid 
down by the Indian Standards Institute and that imports of tea chests are 
allowed on the basis of the estimated production of such tea chests in India, 
The figure determined in this fashion for 1949 is 1 million chests. Regarding 
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the figure itself we have no comments but we would like to observe that 
protection to the Indian tea chest industry should not proceed to the point of 
causing difficulty to the tea industry itse’f. The container industry must be 
given second place in any assessment of the matter. 

6. Of the million tea chests which were to have been imported this year, 
a bu’k contract with Bussia for half the quantity has been entered into by one 
association. The other half has yet to be licensed for import and we under¬ 
stand that among the reasons for the delay in the licensing are the selection 
of importers and the proposal to restrict licenses only to those who are able to 
enter into direct contracts with the supplying countries. We feel that neither 
of these two considerations are of such importance as to justify holding the 
import of containers of great importance to our tea exports. In our view, 
permission to import such articles should be freely given to the actual 
consumers and only to the extent the consumers themselves are not prepared 
to import for their own requ'rements should middle-men be selected. This is 
particularly necessary when owing to the limited volume of imports, competi¬ 
tion among the importers would be absent and the industry might he made 
to pay undu'y high prices for the limited stock available. Since complaints 
about the quality of tea chests have been fairly frequent and have been mostly 
about the indigenous tea chests both by the producers of tea and the overseas 
buyers, it is necessary that the measures to maintain the standards prescribed 
for such tea chests he enforced with strictness and no loop-hole left for the 
supply of inferior goods to the tea producers. 

7. The other difficulty is the question of sales tux, which in certain provinces 
and states are not remitted on goods going to export markets. The situation 
is particularly serous in South India, because tea has very often to pass 
through more than one territorial un't and is thus subject to multiple taxation. 
Since the South Indian teas on account of their affinity to Ceylon tea ore more 
in demand in hard currency countries, it is specially important that this 
difficulty should be removed and arrangements made for refund of duty without 
delay or under formalities. 

8. While on the subject of taxation, we must refer to the export duty, 4 
annas a lb. and the excise duty 3 annas a lb. which tea pays at present. In 
general we are opposed to the levy of export duties, and we have suggested 
earlier that the duty on tea should be removed at an opportune time. So Iona 
however as the export duty lasts, we feel that there is no reason to keep the 
excise duty one anna lower. The fear that the effect of an increase in the 
excise duty would be to raise appreciably the cost of the poor man’s cup of tea 
is not based on a correct appreciation of the incidence of the extra excise duty. 

9. Although there has been considerable increase in tea production, there 
has been an increase in the infernal consumption of tea and therefore the in¬ 
crease in the volume of exports has not been as large as the increase in produc¬ 
tion. Overseas demand at present is not saturated and there is a possibility 
of Increasing export. On the other hand, this can only be achieved by further 
increase of production or a curtailment of domestic consumption, neither of 
which can be pressed too far in view of the imminence of the revival of competi¬ 
tion from Indonesia. 


COTTON PIECEGOODS 

The export of cotton piecegoods from India received a tremendous fillip 
during the war years, when other producing countries were not able to compete 
in most of the markets. The highest export figure on record is in 1942-43 when 
exports amounted to 819 million yards as compared with a pre-war average of 
about 200 millions yards. Upto 1947 exports went fairly smoothly, the lim iting 



factor being India s \\ illingness to allow exports rather than demand in foreign 
markets. A number of serious difficulties however arose about the beginning of 
1948. The decontrol of cloth prices in the country led to a tremendous rise 
in internal prices with the result that it was more profitable to sell internally 
than to export. The export duty which was an ad valorem duty also became 
more and more burdensome with every increase in price. Since at the same 
time competition from other countries, particularly Japan, began to be felt, 
Ind.a s export's declined seriously. '1'iie IdiH figure of exports reached only do 
percent, of the target, 300 millions yards exclusive of Pakistan. 

2. The consumption of Pakistan was formerly a part of interna! consump¬ 
tion. It has now to be treated as a foreign demand. We have discussed the 
possible target for the export of cotton pieeegoods 1 with the Textile Commission¬ 
er and his view is that during 1949-50 and 1950-51, India can safely export a 
total of 800 million yards of cotton pieeegoods to all countries including Pakis¬ 
tan. With this view, we are in agreement and suggest that this should be the 
target to b» aimed at. This figure has been arrived at on the basis of current 
production and after allowing for an average consumption of 13 yards per head 
annually. Higher internal consumption than this does not seem likely in the 
next two years. 

3. The abolition of the export duty, and quota and licensing restrictions 
have facilitated trade and combined with the prescription of ceiling prices for 
export have turned the overseas buyer once again to India as a source of supply. 
This does not mean however that the target of 800 million yards is within eusv 
reach. On present indications, exports to other countries are proceeding well 
but the off-take of Pakistan is still uncertain, depending it seems on political 
factors no less than economic ones. The recent increase in import duties in 
Pakistan is going to be a further obstacle. 

4. It has been suggested to us that tho exports of finer varieties are being 
handicapped by the import duty of 2 annas per lb. on raw cotton except from 
Pakistan. A rebate of this import duty has been urged as a measure calculated 
to help in the export of these varieties of cloth. In actual increase per yard, 
the irnonrt duty of 2 annas per lb. would seem to amount to an insignificant 
sum. The rebate of this duty is not likely to give any great relief but in princi¬ 
ple it is desirable that import duties on raw materials should riot raise the price 
of the exported goods and since a request for such relief has been made by the 
industry, we have no hesitation in recommending it, provided the administra¬ 
tive machinery required to implement the concession is not likely to prove too 
cumbersome. 

5. Although the excise duty on cotton pieeegoods is not applicable to goods 
exported, considerable difficulty has been reported to us in obtaining refunds 
of the duty by the exporters. The procedure does not appear to be uniform 
in all provinces, and, apart from that, it is necessary for the exporter to fill in 
a very large number of details some of which are not readily axoilable, before 

cun get the refund. This causes considerable inconvenience to exporters.. 
We would suggest that the procedure be considerably simplified. 

0. There has been in recent months a great deal said about the indifferent 
quality of Indian cloth and the unsatisfactory nature of its packing. These 
t'"’o have in fact been urged as factors which made overseas buyers turn to 
other sources of supply even if they have to pay a slightly higher price. We 
understand that the Indian Standards Institution is engaged in evolving a 
standard sea-worthy packing. As regards quality, there can and should be no 
attempt at standardisation. When catering to an overseas market, the re- 
•inirement of the buyer must be supreme. What is needed is machinery to 
ensure that the buyer gets what he has ordered and agreed to pay for. The 
suggestion has been made that inspection of goods before export may be a 
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means of ensuring this. In our view such an arrangement would be impracti¬ 
cable. Inspection if undertaken at ports would mean unpacking of the goods 
and delay. Moreover the staff required would be large. Obviously it must be 
both efficient and honest in order to perform its task successfully. In many 
cases it may not be possible to detect defects and if goods go out with official 1 
approval and are found to be below standard, that would do more harm than 
good to the reputation of the country. 

7. The real redress to the importer against the supply of goods of inferior 

quality lies not in inspection by another agency but in the inclusion of an arbit¬ 
ration clause in contracts. During the war when there was a scarcity of cloth 
and a sellers’ market, sales often used to take place without such provision 
being made in every case and the practice still seems to continue. \Vhat is 
required is a standard form of agreement which w'li include a provision on the 
hues indicated below:— j 

“Any dispute as to inferiority or any other fault in the execution of this 
contract shall, failing an amicable settlement, be submitted to the 
arbitration of two recognised pieeegoods merchants, one to be 
named by each party, and in the event of such arbitrators being 

unable to agree, of an umpire, appointed by them or by the. 

.Chamber of Commerce if the arbitrators are not able to agree 

upon an umpire. The decision and award of such arbitrators or 
umpire shall be binding and conclusive upon both parties, the 
loser to pay the fees”. 

8. In cases where the manufacturer himself does not export, a contract 
between the manufacturer and the exporter is also necessary. All such con¬ 
tracts should be on the basis of a given sumple, which should be available with 
the manufacturer so that complaints if any can be investigated in full. The 
point has been raised whether arbitration alone is a sufficient deterrant to a 
firm which is prepared to indulge in dishonest practice. We feel that powers 
should exist with Government to take punitive action against individual firms, 
w/iewier exporters or manufacturers, who have been found guilty <>; deliberate 
nttemn+R to cheat the buver. This action should he taken in addition to the 
normal arbitration arrangements provided for in the contract. In order that 
these cases whenever they do occur, are investigated prornptlv and fully, it is 
necessary that detailed instructions should go out to Trade Commissioners as 
to the exact nature of the evidence which they must collect and forward to the 
Commerce Ministry whenever there is a complaint. Jn this connection, we note 
with regret that complaints made by the Trade Commissioner in Iran several 
months ago are still under investigation, although full details including the 
names and tex-mark numbers of the parties have been given. The investiga¬ 
tion machinery must in all cases submit its report on a complaint within a 
month of its receipt. 

9. One of the most frequent cause of complaint from overseas market has 
been the poor quality of packing resulting in damage to the cloth. We have 
already suggested that; a standard packing should be evolved and the use of 
inferior materials prohibited. One of the reasons why mills ore allowed upto 
9 per cent, over the ex-mill price when selling to an exporter is that they have 
to provide better packing. Recently permission has been given to export goods 
made for local consumption on account of the large accumulation of stocks 
within the country. While we agree that it is very desirable .that accumulated 
stocks should be disposed of as soon as possible, we consider it very important 
that the reputation of our exports abroad should not bo affected by unsuitable 
goods unsuitably packed appearing in our foreign markets. The exports of in¬ 
ternal cloth by land to Pakistan may do no harm but if goods with local pack¬ 
ing are sent overseas, a spate of complaints is bound to arise. We would 





urge that the question be reconsidered forthwith and orders issued (hat atleast 
these goods be packed W'ith proper export packing before permission to export) 
is given. 

10. In addition to piecegoods, export of cotton yam from India should also be 
increased. The Textile Commissioner’s estimate of the surplus available for 
export is 200,000 bales, including exports to Pakistan. On a consideration of 
the production of yarn in this oountry, we see no reason to differ from his esti¬ 
mate. In the past this country has not been very anxious to export yarn be¬ 
cause it had regarded it os an important raw material for the handloom industry. 
The handloom industry however is not able to consume yarn at the rate at 
which it used to because it is no longer able to find a ready market for many 
of its goods. Import restrictions in its main markets, particularly Pakistan 
and Burma have affected it detrimentally. This difficulty ia not one which the 
trade can resolve for itself, and we recommend that Government should start 
negotiations with the governments of these countries. 

11. More than 17 crores worth of cotton manufactures came into the country 
in 1948-49 mostly under Open General Licence XI which operated horn Sep¬ 
tember 1948 onward, this can hardly be regarded sa satisfactory. Even 
there had not been plenty of Indian cloth available in the market considering the 
need to conserve foreign exchange, this additional supply should not have been 
allowed to be imported. In our view, the free import of cotton piecegoods 
from abroad has no place in foreign trade in the next two years atleast. We 
note that this item lias been removed from the O.G.L. and we trust that if 
under licence any quantities are allowed, they will only be for very special 
reasons. 

12. At present, the total addition to the ex-mill price that can be made is, 
if the manufacturer exports, 10 per cent.; or 15 per cent, if an exporter exports. 
Over and above this, it is permissible to include 2| percent, for commission to 
Hie overseas agent. It lias been suggested that this is insufficient in view of the 
high commissions given by European countries and the limit of the commission 
should be raised to 5 per cent. In our view, while there should be no objection 
to the commission of even 5 per cent, being given to tb e overseas agent where 
necessary, this extra 2^ per .eat. should come out of the permissible additions 
to the ex-mill price indicated above and not be added on so as to increase 
the over-all cost to the foreign buyers. In normal times, for internal sales, 
raost mills pay a commission to selling agents which comes to 1 to 1| per cent, 
so that they should not find it difficult to meet this commission. As regards 
exporters, although the permissible margin to them is 7 per cent, over and 
above what the mill itself takes, in actual fact most of them elaim to be 
working on very low margins of 1 to 2 per cent. They can therefore quite 
easily afford to pay the overseas agent another 2$ per cent, out of the margin 
already permitted to them. In fact, it has been suggested to us that the 
manufacturers’ and exporters’ margin is already too high and should be re¬ 
duced We feel however that the normal forces of competition will cause 
such readjustment in the margins as circumstances and conditions prevailing 
in different markets necessitate and it is not necessary to refix margins with 
every change in conditions. 

13. While attempts are not lacking to export to the dollar areas, they have 
invariably foundered in the past on rocks of otir export duty and the American 
import duty. The principal obstacles to such exports are distance from the 
source of manufacture and now the fall in the prices of competitive goods in 
the U.S.A. While opportunity may still offer for exports in particular lines, 
cotton niececoods cannot, we are afraid, be regarded as likely dollar earners. 
Our natural markets lie on the shores of the Indian Ocean, Arabian Sea and 
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Bay of Bengal, upto Australia- and New Zealand in the South Pacific and 
China and Hongkong in the North. Besides these, it is also possdde to obtai i 
share in the piecegoods import of the Middle East countries including Egypt 
and Sudan, of Turkey and South East and W^st Africa. 


EAW JUTE 

Since Partition, India has become a net importer of raw jute. Many of 
the varieties of raw jute grown in India have a special appeal to certain foreign 
markets while some are considered by Indian mills to be not quite su. table 
for their own consumption. During 1948, Indian exports of raw jute, though 
appreciably below previous years, still attained second place in dollar earning 
exports and the fourth in all foreign exchange earning exports. Port.,nately 
the production of raw jute in India has been rising. From 16 lakh hales in 
1947-48, it went up to 22 lakhs bales in 1948-49. This year’s crop is estimated 
to be about 30 lakh bales. 

2, The policy of exporting raw jute from India must always be governed by 
the consideration that the Indian mills have sufficient stocks. In 1948-49, the 
mills were opposed to any exports. With the larger crop estimate both in 
India and in Pakistan, they have been in favour of free exports in the current 
year. It is a moot point whether the decision to allow free exports to all 
countries can be maintained througout the year. The estimates of the Pakistan 
crop appear more gloomy than was anticipated three months ago. The policy of 
free export will therefore have to be reviewed from time to time to suit the 
requirements of the mills. 

6. The future of raw jute exports is very largely linked with the expansion 
of raw jute cultivation. With a crop even of the size of the current year, we 
cannot with confidence look forward to regular and steady exports. A larger 
Indian crop is essential. If this was attained the position of the mills would 
improve even though a larger portion of the Indian crop was exported because 
as the total overseas demand is limited, mote of the Pakistan jute would be¬ 
come available to India. 

4. Eaw jute exports from India sustain the important baling industry. 
They also make a contribution to the Central Revenues on account of the duty 
of Es. 15/- per bale. The corresponding Pakistan duty is Es. 20/- a bale. A 
lowering of duty at present would encourage a large scale diversion of foreign de¬ 
mand to the Indian market. Accordingly it should be maintained at the pre¬ 
sent figure. In a reasonably good crop year of course the point might be worth 
reconsidering. 


OILS AND OILSEEDS 

Prewar, oilseeds ranked as one of the most important of our exports, the 
quantity exported from 1937 to 1939 being approximately a million tons u year. 
After the war, exports of groundnuts have been rigidly controlled on 
account of increased domestic consumption. The other edible oilseeds are also 
now in short supply for exports because of the increasing use of their oils with¬ 
in the countrv for cooking. Quotas for the export of groundnut and ground¬ 
nut oil are declared annually after the size of the crop is known, ample provi¬ 
sion being left for internal consumption in the shape of Vanaspati as well as 
groundnutoil. About 10 per cent, of the groundnut kernel is required for seed 
purposes and 5 per cent, for eating as nuts; the rest is either exported or pres¬ 
sed into oil. 



2. Upto the beginning of 1949, oils and fats were under allocation by the 
International Emergency Food Council. The exportable surplus which India 
used to declare for groundnut and linseed was allocated by that body to differ¬ 
ent countries and a system of destinations! quotas was in operation. The 
price of Indian oilseeds was well below world prices^for some years and there 
was keen overseas demand which had to he k -pt in check bv measures of con¬ 
trol. In fact, so great was the disparity in prices that it was thought by Gov¬ 
ernment that both oil arid oilseeds could bear an export duty. Internal prices 
however kept on rising throughout 1948-49, until it became practically impos¬ 
sible to sell all oils and oilseeds abroad. A share di-cl ne in the price of oils 
in the U.S. market led to decontrol by the I.E.F.C. and since then the dis¬ 
parity in prices has tended to increase. The (related removal of the export 
dntv’ in the 1949-50 l-nduet did not help, as speculators took the 

opportunity to raise prices further. The price position up-to-date has been that 
liukeed has just been on the margin and business on a. reasonable scale has been 
possible. Groundnut has mot with much more resistance and the i.tTsntion 
of the quota has been very poor. Groundnut oil and linseed oil however, 
which were exported in fairly 'urge quantity in 1948-49, have remained 

unerportable and there have only been small occassional slr'pments to 
no!ghbouring eonntries. 

51. On account of the very large increase in the production and consum¬ 
ption of groundnut oil and vegetable product, the exportable surplus is esti¬ 
mated to be in the region of 100.000 tons in terms of oil, if the crop is reason¬ 
able. T:i terms of kernel this means 250,000 tons. Since crop indications for 
1949-50 are favourable, a total export of 100,000 tons in terms of oi' of 250,000 

tons in terms of seed is not likely to he a high target. In linseed the surplus 

is estimated to be 50.000 tons in terms of oil. 

4. The one difficulty in achieving this target is the disparity between internal 
and external prices. The remedy that suggests itself is imposition of control 
over the prices of groundnut and linseed. To be effective however, the pr.ee of: 
a number of other oilseeds, particularly mustard and sesatmim, will have to 
bo controlled although they do not enter the export trade at present, (except 
that mustard oil goes to Pakistan). It has been urged that it is particularly 
d'flicult to exercise effective control over oils and oilseeds and the problem is 
considered to be more difficult, than in the case of sugar. On the other hand, 
it is conceded that it is less difficult than in the case of food-grams. We have 
no doubt, that if it K really intended to control the prices of oilseeds, the effort 
will be successful in spite of many administrative difficulties. We would em¬ 
phasise that the effort must be vigorous, sustained and comprehensive. Half¬ 
heartedness will do more harm than good. If it cannot be done properly it 
would he better not to do it at all. In effect, Government has been attempting 
to maintain control over the price of groundnut, oil and seed through its control 
of the prices of the manufactured article from these products, Vanaspati. Such 
an attempt at control has been a complete failure: nor indeed could it have been 
expected to be anything else. A stage has now been reached in which we are 
to’d prices of Vanns pati have had to he raised twice during this year on account 
of increases in the price of the raw material. Vanaspati factories however 
still find oil prices too high and we were told that several have closed down 
and all are threatening to close down unless they are allowed to increase their 
prices still further. It was pointed out to Government as long ago as June 1947 
that in this matter the only course that- gave any chance of success was the 
straightforward one of controlling groundnut and groundnut oil prices. Two 
years of trial do not seem to have improved the position. It is suggested that 
atleast now it be recognised that the effective way of holding the prices of 
oilseeds, so as to make groundnut, oil and Vanaspati available for export, is 
by control _ 
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5. The rise in the price of groundnut as well as the other oilseeds has not 
been clue to an increase in the cost or cultivation beyond the normal rise tor all 
crops or to demand exceeding supply. If those were the only forces at 
work, the d'sparity between Indian prices and overseas prices would have at 
o;ico corrected itself on account of the lull in exports, 'ceding (o a suiplus in 
the country. Speculation however has bad a great deal to do with the high 
level of prices. We have been told that speculation in foodgrains being to 
longer possible, all the money which used previously to be spread over a 
number of commodities is now being inves'ed in oilseeds. Since seme 
Varieties are not readily perishable, stocks are said to be held by operators 
from year to year. An attempt has been made to restrict futures trading to 
some extent, in Bombay. It has not been very effective arid we understand 
that a futures market opened in Calcutta as a fesult of the attempts to close 
it: in Bombay. The effect of speculation was nowhere better seen than in 
th" rise in the price of oilseeds which immediately followed the removal of 
the export duties. We understand that, only recently three big operators cor¬ 
nered almost all the available oilseeds in the Bombay Market. Stoppage of 
speenlnt'on provided it. is made effective throughout the country will no doubt 
he’p considerably in lowering prices. 

6. A factor which tends to encourage and even help the person who is in¬ 
clined to hoard for speculative purposes is the attitude of provncial and state 
governments some of whom have placed restrictions on the movement of 
oilseeds particularly groundnuts. We understand that, the power to restrict 
such movements has been taken away from provinces. In practice, however, 
some of them ban inter-district movement and thus secure the same effect. 
In addition to the provincial ban, another reason for local shortages is difficulty 
of transport, and a railway receipt for a wagon is sold many a time before it 
ultimately gets into the hands of the. exporter who has to obtain it at a premium. 
Better movement to ports together with withdrawal of restriction by local 
administrations would be very helpful. Several States ate important growers 
of oilseeds and it appears that the power to restrict movement as well as to 
tax the -seed leaving their territories is still left with them. We feel that in the 
interests of the trade generally and export in particular it would be advisable to 
remove these powers at once. Further sales and municipal taxes are also im¬ 
posed wh'ch add to the price and thus reduce the competitive power of the 
commodity. 

7. There is one more point which we should like to make. The method 
of allowing export through established shippers was necessary so long as there 
were internationally fixed destmationai quotas and conditions indicated that 
the demand was well in excess of the supply. Today, we should throw open 
exports completely and m -rely keep a statistical record of exports so that when 
the quota fixed has been exhausted further exports can be stopped. It would 
of course be desirable to announce the quota as early as possible on an appre¬ 
ciation of the crop position for the next year in December of the previous year. 
After watching the trend of exports, it should be possible to give the trade a 
month’s notice before the quota is exhausted. 

8. What we have said about groundnut applies equally to linseed and castor 
seed and their oils. The former is used to a very small extent for edible pur¬ 
pose and the latter not at all. The price disparity in the case of castor oil is 
formidable at present. Linseed is however nearer international parity. We 
suggest that castor seed like castor oil he decontrolled completely and linseed 
should be dealt with in the same manner as groundnut. 

9. The natural desire to export the oil rather than seed has led in recent 
years to the fixation of separate quotas, for oil and seed. The export of oil is 
preferable because oil earns more foreign exchange and the by-product, oil¬ 
cake, remains in the country. It would be a mistake however to have a rigid 
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syafem whichmeans, tha^ if, exports of oil are ,nqt possibly the f sepd :*1 sq remains 
Uiiexpurted. Wp suggest that , quotas' should continue "tp. be fijted'separately 
lor the oil and the suqd.Lut if. the. seed .quota is finished .before the od quonn 
the position regarding conversion from oil to seed should , be reviewed, 

RAW COTTON 

Rnw cotton which was one of the most important items of our export trade 
in the pre-wiit'period is now one of the least significant. Partly (is a result of 
partition'arid partly because of the change in the varieties grown, our raw cotton 
exports are'now confined to Rengal Reshis, Mathias and Cofnillas. The total 
production of these does not come to more than 1,92,060 bides. Raring the 
war we were faced With the problem of ‘'orphan cotton’', that is, short stap'o 
c'dttoh, which could' not be used within the "country and for'which the usual 
market, Japan; was closed. It is a moot point Whether there would he any 
advantage in growing large quantities of some of these varieties now that the 
Japanese market is once again likely to buy. In our view it would be more 
advantageous to’ utlise whatever acreage can be devoted to cotton in growing 

only varieties likely to ho. useful to the Indian mills. Not. to import is on 

occas’on more important than to export and to grow more short staple cotton 
in order to export it and utilise the foreign exchange gained thereby together 
with additional’ sums in order to import slightly higher staple cotton which we 
ourselves need, would not be wise, however attractive it might appear on the 
export balance-sheet. Were it possible, this country would be well-advised 
riot to’grow any cotton for which there is no use in the country. Since how¬ 
ever such a change over is not possible there will always he a certain amount, 

the best use of which will be for export. We do not consider any change 
necessary in the present policy regarding the export of these cottons. 

1 , (I I the course of discussions it was brought to our notice that about 30,000 
bales pf damaged cotton, superior varieties of 1947-48 and earlier crops, which 
£oi})d fipt^he used..b,v the mills, were not being allowed to be exported. After 
veVuyipg the facts, .the C. C. E. has granted permission). 

HIDES AND SKINS 
Hides 

Hides fall into two categories, buff and cow hides. There are two schools of 
thought regarding the question of export of hides. One strongly holds that there, 
should, be free..exports, another is equally convinced that such a course would 
be. disastrous. The arguments of the first are that there is ample supply avail¬ 
able ip, the poup try. Millions of cattle—atleasfc 22 million cattle-—die every 
year and. it is.oply, a question of making it worthwhile for the village Chamar 
to col'ect the skins, in order to obtain the whole available supply. Unlike the 
internal tanner^ .the exporter is prepared to find a use for every kind of hide.. 
Accordingly, if free exports were allowed the largest possible quantity woultf 
bo collected, thus conferring benefit not only on the foreign qxohange position 
bbt also on the internal tanner who vvould'get 1 a Vider'ratage to choose from 
The primary producer, that is the first collector, would also be benefited. The 
other side urges that the supply is by no means as expensive as the exporter 
would have us believe. Slaughter has been greatly reduced. With'partition* 
this dominion has 'lost a considerable proportion of the bides that normally 
used to come to our tanneries. Moreover a big fawning industry has now been’ 
established ito this- country. To allow free exports would mean reducing the 
supply and'increasing the prices of the raw materlaVof this industry. To the- 
exporters’ objection that exports of : tanned goods have also fallen, this Bchool 
replies that increased internal consumption is the real reason for the fall.; 
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2. The** views have been represented vigorously a+ various meetings and 
conferences in the past. After the termination of the war, for a few months in 
1946, free exports were allowed. It has been urged that during the purled of 
the free exports prices did not rise. On the other hand, it is stated that because 
of the knowledge that exports were to be allowed, prices had already risen 
before the beginning of this period. We do not consider it necessary to com© to 
*ny categorical decision on this question. The present position is that free 
export is allowed of buffs and cow hides above certain specified weights, and it 
is permissible to export up to 2000 tons of weights lower than these freely to 
iard currency areas alone. As against these 2000 tons, actual exports pre much 
smaller. The reason alleged is that it has not been possib’e to find a market in 
hard currency countries for all the varieties in the lighter weight categories and 
since the shipper has to purchase the hides in an assortment, he must be given 
permission to export the rest to the soft currency areas. We find considerable 
force in this argument and are of the opinion that the 2000 tons quota should not 
be confined to the ha d currency areas but should be free for export to all 
destinations. We do not think it necessary to suggest any increase in this quota 
until its further utilisation and the -effect of this re’axation on prices has been 
seen. 

8. One of the main difficulties in regard to marketing of hides is the shortage 
of "Wagons with wooden floors. For the safe transport of hides such wagons are 
desirable and we would recommend that as many wagons should be made avail¬ 
able as possible. Atleast wet salted bides and skins should be classed a* 
perishables by the railways. 

Skis* 

Skins fall into two classes—goat and sheep skins. There is no control over 
the export o r goat skins. The trade in these is reasonably satisfactory and they 
are important as dollar earners because kid skins are exported in very larga 
quantities to the U. 8. A. The U. K, and the U. S. A. have been the principal 
markets and at one time there was an arrangement between the buyers calcu¬ 
lated to depress Indian prices. Even now these countries are reported to b« 
buying in agreement so that the prices do not rise on account of competition. 
A curious episode in regard to goat skins deserves notice, as it sheds light on 
some of the methods adopted to obtain foreign exchange. Certain resident* 
of a continental country have been importing these skins from India, and selling 
them to the U. 8. A. at a loss. The dollars so obtained are used for the pur¬ 
chase of luxury goods which on re-sale in soft currency countries yield such 
large profits that the buyers do not mind the loss on the sale of the skins for 
export. It is a curious commentary on the state of world trade that no effective 
measures can he taken to prevent such transactions without at the same time 
inflicting damag" on that genuine export business which we are anxious to 
foster 

2. The bulk of the sheep skin export* of undivided India came from the areas 
that arc now in Pakistan. Accordingly there is not much scope for export of 
this commodity in future. We Understand however that some of the export of 
Amritsar type of goat-skin produced in the Eaat Punjab has now been dis¬ 
located on account of the evaouation of'those who were primarily engaged in 
this trade. It has been suggested that the trade could tone© again be started 
in and around Amritsar .provided capital and technical guidance were available. 
U is also said that the capital required is not large and the technical guidance 
not difficult,to obtain. In the circumstances, we recommend that this question 
fee. forthwith investigated: 
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MICA 

The export oi mica during l94B-4§ is the highest on record; the first »i4 
months of S949 however slioW a decline particularly in respect of exports Ip 
U S. A d’he reason, for the decimals stated to be the recession in the U. 8. A. 
which, has particularly affected electrical Industries producing goods for domestic 
U«e such as refrigerators, electric irons, etc. Apart rrom the trade, the 0. 8, 
Government itself, is a fairly large buyer for its stock-, piling programme. The 
variety which the U. S. Government buys however is the block mica in which 
Brazil is a very serious competitor of India. Tndia sti’l holds a definite 
advantage over Brazil in splittings widen are taken bv the electrical industry 
but in this sphere too, Madagascar ie reported to be underquoting India to some 
extent. 

The Mica export of India is handicapped so far as its competitive ability ie 
concerned by Provincial Governments' sales tax, Cess, and Shipping freight. 
The rates of these respectively are 1-9/16 per cent., 2$ per cent, (with op tied 
to increase it to 6 per cent.) and 4 per oent. At the same time the industry 
maintains .that increase in wages has made, its working even more uneconomic 
for though increase has not been more than the increase in the oost of living, the 
price of mica has not gone up in the same proportion. It is said that Indian 
wages are higher than those in Brazil and the productivity per man to-day is 
half of what it Was before the war. There is a clear case for removal of the 
provincial sn'ea tax which should not in any case apply to exports. Shipping 
freight is also said to bo one of the highest for cargo other than treasure. We 
understand that pre-war it was levied on tonnage basis instead of ad valoTtiH 
and 1 there seems to be no reason why the shipping companies should nob revert 
to their original practice. The Government of India, should we feel, take this 
matter up with them. Considering that competition from other countries is on 
the increase' and demand on the decline, it cannot be to the interest of shipping 
(tself td: maintain a rate which the traffic will not, bear. Regarding the labour 
Welfare bees, it is reported that although this cess has been ca'lected for nearly 
three years, no expenditure out of this fund has so ftp- been incurred, While 
W§ appreciate fully the considerations which prompted the levy of the ces» if 
there is the point that if the cess at all acts as a deterrent to a larger volume of 
export and therefore of production, it may well become a tax on labour itself. 
We suggest that the matter be reconsidered in this light. 

Shellac 

Shellac is a remarirable example of nature's bounty. Its supply is largely 
a matter ot collection. Tiny insects placed at appropriate Seaso-nson the 
branches of trees produce a rich harvest which is collected by small holders 
and finds its way in driblets to country towns and thence after preliminary 
preparation to. the principal markets and the ports. The chief elements of the 
cost of the raw. material are the rent paid to landlords on whose trees the shellac 
ipsects pre placet} and labour for collection and protection from theft. It te 
clear that neither of these can be high and as such shellac ought not to be 
particularly expensive. Yet, its price has risen so high that for certain uses it 
has ceased to be competitive, fdyhtfaetics haye taken its place in. some of its 
most important fields and in others too replacement, is going on apace. The 
principal problem shellac has to face is price, At reasonable prices all the 
fhellap that can fie produced, can be sold and can produce foreign exchange, for 
its internal use is very limited. 

2. Here again, one pf the reasons, perhaps the principal, for the rise in 
prices is hoaitff.ng and Speculation. Stick lac ffhe ' original forth of .shellac 
bsfore- refining) is bought by "Arafhdars" who hold stocks, Their interest libs 
in,rising, prices, Opfflratbbs play tho Yatka market ip GSlcutta, Thosfj with 




Bo Interest in shellac operate solely ss a gamble. Prices fluctuate widely thus 
depriving the buyer and the genuine trader of the, advantages that accrue from 
if fairly stable level, Between 1942-45, when prices were controlled, the level 
was Rs. 64 a mound and later Rs. fl per maund. Following decontrol in 1946. 
speculation took the price up to Rs. 170 per maund. Since, then it has ^>een 
fluctuating from month to month and is mclined to be somewhere arohnd 
Rs. 140 in recent months. The trade considers Rs. 90 per lnauud FOB 
Calcutta a, reasonable priqe, lair to the producer and consumer and likely to 
lead to the greatest volume of trade. If the export trade in shellac ifl to 
expand, the $rst requisite is the elimination to as great art extent as possible 
p{ specu’arion. We would suggest complete prohibition of Fatka operation* 
|n shellac. 

3. Transport too is very important. Shortage of transport leads to shortage 
pf stocks in Calcutta thus favouring speculative activity. It is very desirable 
that adequate transport should bo made available' to move stocks at the prOpep 
time. 

4 . Imported stick-lac from Siam is also used a great deal for: robbing in 
India and the finished shellac is then re-exported to U. B. It :i# very 
important that imports, of stick-lac ehou'd not he subjected’-'to any kind of 
restriction. The temporary stoppage of import licences for a period of six 
months shortly after the war was responsible for a decline in Indian export* 
and for stimulating direct exports from Siam to U. S. A. Since then Siam 
his been gaining ground in the American market and any restriction on imports 
from that country would do us a great deal of harm. Moreover, as with #1) 
speculative commodities, even a slight restriction on impurte has- the effect 
of raising prices quite ou,t of proportion to the actual diminution b Supply.. 

6. One of the main complaints from the principal consuming centre, namqly 
the 11. 8. A is about the quality of Indian Shellac. Lack of* unilormitjr,' 
adulteration and failure to conform to specifications are alleged to lie tin* xtnun 
difficulties in some consignments Since shellac is used iiir the U. B- A, ip 
mechanical processes, the difficulty caused bv anv variation in quality is Consi¬ 
derable. It has been suggested by the trade that comp’aints from oversea# 
about the quality of shipments of poor shellac and seod-lac are not altogether 
the fault of Indian manufacturers and shippers. The buyers, who generally ar» 
not the actual consumers, sometimes demand shellac and seed-lac of poor 
quality. In fact the trade maintains that it is beoause the importers buy down 
to a price rather than up to a quality that there is so much room for complaint 
from the actual consumers. 

. 6. In a sense, a reduction in the price of shellac will itself tend to eliminate 
the Jyasic reasons for these practices. As a rule, shipments are made after 
analysis by public chemists is India and a section of ^he trade feels that' iuSigt : 
ence on..Gqvernmental inspection of each consignment will hot really eliminate 
the complaints and .may well delay sSipmenta and cause other difficulties. 0« 
the other hand, there is much opinion both in the tirade and outside in "favour 
of inspection before shipment to make certain regarding conformity with proper 
standards. We understand that, the Indian fcaij Cess Committee in cO-opetution 
with the Indian Standards Inst'tutipn is trying to evolve standards which will 
be internationally accepted and once the buyers’ acceptance is secured, there 
Should seym to be no objection to the enforcement of these standards by prior 
inspection. 

7. With reasonable prices and proper standards there need be no apprehen¬ 
sion. about the expansion of she lac export#. We were told' that there Werb 
certain schemes for increasing production. On further examination it turned 
out that only a very small area was Uodjpr consideration for th« next 'Teat*. 



Government forest* m suitable tract* offer a rich field for the mcreaee of this 
valuable dollar earning commodity and under proper guidance there is no reason 
why Government itself should not produce considerable quantities of sheila* 
which could be marketed without many of the intermediaries that? help' to rajs* 
thu price and make difficult the sale of ordinary shellac 

SUGAR 

In pre-partition days sugar manufactured within the country used to supply 
the needs of the whole country including what is at present Pakistan- Thera 
bm been no Report to Pakistan after partition About two months ago. Sugar 
interests Were clamouring for gome arrangement by which large qualities oould 
be exported outside the country. Since then the surplus has been converted 
into a deficit. 

2, The story of sugar is extremely interesting not only for its own sake but 
as shedding a light upon the methods and manners of powerful sections of our 
population at the present time. Sugar was decontrolled tn December 1047. 
Tha control prihe was Rs. 20-14-0 per md. ex-factory for D 24 quality. W* 
understand that on decontrol, sugar interests fixed a p ice of Rs. 85-7-0 per n.d. 
for the same quality. When the provincial government* of U-.P. »nd Bihar saw 
this, they felt that a portion of the increase ought to go to the cultivator*. 
They accordingly insisted that the sugarcane price be raised from Rs. 1-4-0 to 
Rs. 2 a maund, They also raised their cane cess from one anna to three annas 
ip U.p, and from one anna to two annas in Bihar, This price of Rs, 85-1-0 
continued up to December 1948 when in consultation with Government a lower 
price of Rs. 28-8-0 was agreed upon, the sugar interests promising that, if 
necessary, they would maintain this price by opening their own retail shopB. 
After a pout half the year hud passed, it appeared that there was a strong likeli¬ 
hood of a surplus and those most concerned began to press government to 
arrange export* of at least 50.000 tons. Indian priceB were out of parity with 
those abroad aud-in order to enable export, it was proposed that the Central 
Government should give up the excise duty of Rs. 2-12-0 per md. and the 
provincial government its sugar cess of Rs. 1-14-0 a md. The sugar factories 
would suffer a reduction of Rs. 2 a md, in the price and would also use the 
fifty lakhs they had collected by levying a four anna contribution per md. on 
sugar exported from U.P, and Bihar. With these arrangements, it was hoped 
that the price would be favourable for export and negotiations opened. Imme¬ 
diately ex,factory prices began to rise. Large quantities were consigned from 
the factories to consuming centres and an artificial scarcity created. When 
the question of abiding by the undertaking given to sell at Rs. 28-8-0 was 
raised by government, the answer was that the body which had given tbs 
undertaking regretted that it had no powers to enforce maximum prices. All 
it could do .under it* regulations was to fix minimum prices. Retail prices 
Started rising and since there appeared every indication that prices would 
eontinite to government . were compelled to re-introduce control, fix price* 
and ffeejse stocks. By hoarding :ftetivities in the course of tWo ' mahths, an 
exportable surplus. c>f .50,000 tons had been con verted,-into a shortage necessita¬ 
ting regulatory action, of, a drastic nature, 

8. This episode' dearly' demonstrates how the possibility and prospect* of 
exports of sugar depend, upor. the''Maintonahc.e , 'bf; control. -On average produc¬ 
tion there should be no difficulty in exporting at least 50.000 tons at reasonable 
prices, but, it seems impossible either to have, reasonable prices or *«■ surplus 
available Without Maintaining full control. Once exports have started prr this 
basis, goVerntoihtff,' we feel, should console ,jthe advisability of allowing-further 1 
scope? for exports By an increase fn the area and a reduction in the price of sugar- 
dahfe.' Thle ioftg terrp remedy lies in increasing .the production -of sugar. 
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COAL 

ipre-waV- years, India hag been an important exporter of coal. Indeed srt 
great was the impor tance of the export markets to the Indian coal-mining 
industry that in 1924 cate of the term* of reference to the Indian Coal Committea 
wa» to report on the measures to be taken 

"to stimulate export of suitable coal from Calcutta to Indian and foreign 
ports " 

The lore! o! exports immediately before the war was about million tons, a 
year, though in 1940 a peak figure of 2-1 million tons was achieved- Export* 
in 104$ were about 600,000 tong. For purposes of comparison, exports to 
Pakistan cannot of course be taken into acoount since pre-war internal consump¬ 
tion included Pakistan supplies. 

2. Thera is general agreement that we have not suoh large supplied of 
high-grade metallurgical coal as to be aDle to afford to export it ili Unlimited 
quantities. The general policy, we understand, is not to allow the export of 
metallurgical coal except for very special : easons. An expansion in the export 
of medium and lower-grade coal is certainly desirable. 

8. The main difficulty is transport. A great many wagons are requited for 
moving coal from the fields to the port of Calcutta but the wagon position at 
present is reported to be satisfactory and the . eal bottle-neck is the lack of 
facilities for shipment. Calcutta port cannot handle more than 3f)0,000 ton* 
a month. This has to suffice not only for the export markets but also for 
supplies to various points on the Indian Peninsula, such as Madras, Cochin 
and Bombay. In addition, approximately half of the coal exported to Pakistan 
has to gu by sea. All mis extra load on the port of Calcutta, is due to the 
inability of the rail transport system to cope in full with the ihte.nof movements 
as well a* the requirement of Pakistan. In 1948, only one sixth of tBo handl¬ 
ing capacity was u*et for export the rest having been occupied by coastal 
carriage. 

4. Indian coal has a ready market in neighbouring countries like Ceylon, 
Burma, Malaya and Pakistan and there are also possibilities cf export to 
Australia, Phil'ipines, Bong Kong and Japan. That Indian colleries could 
meet these demands in terms of medium and lower-grade coal is n't in Jouhfc. 
The point at issue is whether tail transport will improve sufficiently to enab.'o 
the bulk of the internal supplies to be carried over ground. Jf so, present port 
facilities may suffice. It is however probable that as the capacity of railways 
to carry more coal internally improves, there will also be a reduction in 
coastal shipping freights, at present- curiously enough much higher than rail¬ 
way freight. The bulk of coastal movement is thus not likely to be reduoed. 
The Indian .Coalfields : Committee hod recommended an annual target of 
825,000 tons for export to Burma, Ceylon and Strait Settlements To this 
must now ue added at least about half the exports to Pakistan as well as any 
possible exports to other countries. This target can only be achieved if 
Calcutta is able to handle about 50,000 tons a pionth more, coal tarffie than a* 
present. Accordingly the question of expanding loading facilities m the port 
of Caicutiu should be considered expeditiously. 

ft: It has been represented to us that only three firms are allowed- to ex¬ 
port coat. In the time at our disposal, it hag not been possible for us to ex¬ 
amine this matter, in detail. Prima Jactf the arrangement would seem to be 
inequitable There may however be good reasons for it. We suggest thgfc the 
whole- question be gone into thoroughly by Government. 



<0 

BRU'P.S 

Although export of spices is not a very important item in ctur total export 
•hrttings, it doe* at present play not insignificant, part ip exports to hard eury 
renc'.y countries In the pre-war years, the most important spice exported from 
India to the U.8.A. was Cardamom. Pride of ptype now is taken by blaejt 
pepper, owing to absence of competition from Indonesia. The price of hlaek 
pepper haa risen to a fgr greater extent then that of any other commodity. Tha 
very considerable increase is attributed largely to hoarding and speculation, It 
has been argued before us that these high prices while not doing any harm tp 
us, increase the net earning of dollar exchange as overseas buyers are prepared 
to pay them. Expenditure on peppe.- in the budget of the overseas consumer 
is so insignificant that he really does not mind having to pay extra. White 
this may be so, we consider it desirable that no one should feel that he is 
being held to ransom because of our monopolistic position in any particular 
field. We , would, therefore, urge upon qll concerned, with pepper—growers, 
dealers and shippers alike—that they should attempt to reduce prices to a more 
reasonable level. Very largo returns may last over a short period, but they 
have a habit of bringing sharp lessons in the end. We would have recommended 
more d astic action to restrict speculation here as in the case of other commodities 
but we refrain from doing so partly because of the low incidence of the increase 
in price ou the individual consumer and partly because we are told that the 
high prices have encouraged the growth of black pepper production on modern 
lines in the fprnn of pepper estates. This is a welcome development from 
national point of view. Competition from Indonesia is likely to be felt in an¬ 
other two or three years and it is desirable that meautime Indian production 
-may ha better organised. 

‘J. An important factor affecting prices today i» the policy regarding ex¬ 
ports to .soft currency countries. These we understand are freely allowed to 
#ioae countries from which there is no danger of the goods being reshipped to 
dollar areas with consequent loss of dollars to India. If it appears at any 
time that the p:}be factor has -begun to deter exports to U.B.A., we think the 
situation can be remedied by placing a limitation on exports to soft currency 
countries. An announcement by Government that they would, if thp price 
goes higher, take measures to stop such increase by allowing exports only to 
hard currency countries would probably help in keeping the prices at a more 
reasonable level. 

8. An im pat ant point about black pappar is the quality. Poor quality of 
o^p.wts ip eatable items generally b«B very often in the U.B.A. led to ooudem- 
ftqtiqn of the cargo by the Public Health Authorities. This is true not only of 
pepper hut also of flee .seed and other minor spices many of which have lost U.S. 
mprkuts permanently. Cpmtnodities which are subjeot to special regulations 
ini .the importing-countries should as far as possible conform to those specifica¬ 
tions aqd steps-thpuld be taken fi.stly to publioise these standards and secondly 
<0 enforce Sham by prior inspection. 

MANGANESE AND OTHER ORES 

P««W»e. annual exports from India were over a million tons. During 1948, 
exports declined sharply on account ci difficulties of transport although there 
was no export control on the commodity. It was known that there whs a ve:y 
Urge dawiand for manganese ors in the hard currency countries, particularly 
in the U.S.A. and it was decided to give special transport assistance to the ore 
going to-the U.B.A. In praotice, it was found thaf although the ore was railed 
agtensihly for the U.S.A. in the-absence of control on : caching the port it was 
shipped to a more paying soft currency deamination. 
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2. MangftnWe and other ore* were brought under control in September last 
and after allowing .for a ..period, to, work off old .contract#, exports, are being eom- 
trolWd bjf the grant of destmitiimal liceheCs, licences are allowed upto the 
Itiidwn Irvaiinbifity of transport from particular mining ateas so as to ensure 
that commitment are not made in excess of what is likely to be exported. The 
transport aitoktion which Was difficult earlier to the year,, particularly in the 
Calcutta sector, has since ipfipniVed materially. In feet the position. today i* 
that the: e is rhore transport than pre nvailAhte for export. The figures of 
actual export in the first half of I$40 show an appreciable increase oyer those of 
1048, specialty in the hard currency regions 

3. Over-all Quotas for the Mxnort of manganese, kyanite and ohrofrne ore, 
have been fixed with a view to conserve the stocks of those ores wh'ioh »rf* 
considered to be in not too abundant a supply. Since the Value per ton of the 
ores in general is very small, the possibilities of obtaining a much larger volume 
of ■ foreign exchange by 'Stimulating exports are small. What is" required la 
that the present annual targets of export be maintained and fulfilled. While 
the rail transport has been made easier difficuties in securing adequate' supplies 
of petrol for moving tile ore to the station are still reported. With the imp-ow¬ 
ed position, we feel there should he no objection to replacing destiuationai 
quota* by currency quotas within the next six months. 

COTTAGE INDUSTRIES. 

Government tore alive to the possibilities of promoting export* of the pro¬ 
ducts of cottage industries and there are proposals to open emporia in 
important cities hath in Europe and America. Although not all the products 
of cottage industry are likely to find a steady and continuous market abroad, 
there are a number of them which produce artistic utilities the. production 
and marketing of which can be considerably improved so aV to assist, 
in increasing our earnings of foreign exchange. Items which seem .likely, to 
yield results are brass work, wood and ivory Carving, certain types,of jewellery, 
papier.—mache. gold brhende. silk handiwork. Some of these are. luxury 

f oods but of a kind which might find a wide and ready market especially in -thg 
dates, where in relation to income levels their prices will not .be top high- But 
the main difficulty is that their production is not organised for the purpose of 
export It is usually in the hands of very small merchants and very poor 
workmen neither of whom have any idea of the export needs and their sale 
takes place purely bv fortuitous circumstances. If the modem technique of 
salesmanship is applied to them and their production methods are adapted to 
yield a steady flow of standardised mass produced utilities having an artl^tlf 
appeal it may add to our exports especially to hard currency areas. As regards 
soft currency areas it has to be remembered that many countries, do not ;J2ow 
the import of luxury item*. 

2. In order to Sell our goods various courses must be adopted. Wu mutt 
ehoW thetn In foreign countries. This means on the one-side participation in 
exhibitions abroad, au the other advertising in an -appealing way - in foreign 
periodicals with colourful display of the products for sale. Samples, etc., should 
also be distributed on a generous scale to embassies and consulates, etc.,—in 
other countries, where Wo have our diplomatic Organisations. This will have an 
advertisement value. 

3. It may also be desirable to appoint for a period of a few year* a fekr 
high-powered American or European safes executive# who Will'both -drgnniab 
sab* and advise the domestic productive organisations as to the patterns likelv 
fo Be in demand in the West, 

4 . The most welhorganised marketing is never likely to succeed unless pro¬ 
duction takes .place at home hr adequate quantity, with reliable qnnlitr end 
according to certain standard patterns The organisation' ;■ of production at 
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ftmne therefore is m important as marketing. We may begin with organising 
the production oi the articles mentioned above. Vor this purpose af^er § 
preliminary study a number of industries may be selected which are likely to 
produce artistic utilities whioh may have a wide demand. To this more and 
mo-'e may be added in duo course as other industries likely to satisfy the export 
market are discovered. The production of most of these handicrafts at present 
is in the hands of a system revolving round the indigenous small merchant who 
is a moneylender, supplier of material and the marketeer of the product of 
the industry. The worker is usually illiterate, extremely dependent and 
works on his own in an irregular and haphazard fashion. This system has to 
be replaced by one in which people are made to work for regular hours in 
establishments run and supervised on modern methods of business and asked 
to produce designs and patterns which would sell in the market instead of 
designs to which they are traditionally wedded. 

5. For this purpose in respect of each industry a few modem technicians or 
business executives will have to be asked to study the patterns of production 
aitd their adaptation to tho production of utilities. In other wo-ds, the dirpck 
responsibility in the manufacture of these goods has to be shifted from the 
•mall banin to well-trained business executives working on some kind of a pay 
plus commission basis under State industries departments. tn some of the 
industries, like the brocade industry of Surat, co-operative organisations exist 
nlready and the creation of similar agencies In such centres as Jaipur, Banares, 
Travancore ^nd elsewhere where a number of these small industries find their 
home should be organised through State initiative. With this kind of co-ordinated 
programme extending both to marketing and production fair results would pro¬ 
bably be ebtained. 

6. It would seem that if such organisations are to succeed the working 
charges will have to be provided by the Central Government. 

MISCELLANEOUS ITEMS 

In the foregoing pages, we have dealt at some length with the more 
important items of-our export trade. We propose now to deal somewhat 
briefly with items which are individually of small value but in total account 
for a fuirlv good percentage of our export trade. 

3. Fruits, nuts and vegetables .—The most important item in this category 
Is caahewnute, a valuable dollar earner. To a considerable extent, we rely on 
the imported cashew kernel which is processed on the West Coast and then 
exported to the U.S.A. The oil derived from the kernel is also a dollar 
earner. In order to maintain exports at a high level, the free importation of 
the cashew kernel is essential. Any obstacle to such imports will imme¬ 
diately affect our dollar earnings. Having learnt that this item had been 
omitted from the new O.G.L., we wrote to Government urging it* immediate 
reinclusion in' that licence, Tho industry also needs a fair amount of tin 
plat*.* for packaging purposes and this should continue to be supplied liberally. 
An unfortunate development in the recent past has been that some poor 
quality cashewnuts have found their way to the U.S.A. where they have bean 
condemned under the public health regulations governing edible items. We 
■uggest that steps should he-taken to ensure that Indian exports of oashewnut* 
conform to tbs standards laid down by the importing countries. 

Walnut from Kashmir also has a market in the American Continent. Both 
U.S.A. and Canada have a demand for it and it can, like cashewnuts. b* 
developed considerably. Pistachios and almonds imported from Afghanis¬ 
tan have in the past been re-exported to U.S.A. by India. Pakistan is now 
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One way in which the Indian trade can l 
e of the import’duty On thefa Vilen"' the, 
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trying to capture this trade, 
taihed, is by allowing full rebat 
'ire-pxjfarfad. 

Some fruits, we unde, stand, have recently been .placed up • the perniiasj • 
'Me list for export to Ceylon. We feel that the concession should be ..extended 
to all destinations oh there are some possibilities of these fruits -finding . a 
rhnrkot even in Kurope and America, if I hoy- go by air. Of pourse tlie voimw; 
of such export^ cap not be large because air freight .will make •; them very 
expensi ve. The air companies hKve, however, given eohefesslonal. •. rtites to 
stimulate such trade and during the last scfieojr mangoes did go in. fair quantity 
to Europe;- The export of bananas is ptohibitbd nt present bocause it is 
thought to"b/1 a \hluable. suttsidinry food. There is-ft demand for it in oounfcribs 
like Switzerland ajld Sweden. -We recommend that their exports should 
bo allowed. .In this, we have the support of the Viee-Chnirtnan of the..sub¬ 
sidiary Foods' Committed, ^hd,feels that foreigii c#hange ought nbt to be sac¬ 
rificed by refusing e.'fpott these fruits; 

In regard to vegetables, the important item appears io be. onioos for which 
Ceylon used to he a pood market; There Are some difficulties in respect, of 
quotas which are given to bstablished shippers and .newcomers but there are 
also quantitative limits which have kept the level of our exports considerably 
below the pre-war level. At present the export of onions is free to Pakistan 
ftnd Pondicherry and etports to Ceylon are reported to be taking place from 
Pondicherry \Ve reconfmeiul thitt onions should be completely freed from 
ah export restrictions. 

3. Horns ; Hoofs and pieces thereof. —These wore brought under control and 
placed in tin- prohibited list in 1943. The reason for this ban, ;\ye understand, 
is .that horn riieul and hoof meal are valuable fertilisers, ql which C^verpment) 
would like to see .more ipade, in the country. Horn' mga,!, ho\Vever, is not 
produced for its own sake. It is a by-product of the industrial use of horns 
in the manufacture of commodities like handles, toys, etc. A more stoppage 

? 'f exports therefore does not result in the, increased, supply of horn meal, unless 
he production of horn manufactures in the country goes up,. ■ Horns, .are found 
all over the country, wherever c.attlp die, tufa the extent to which theyare 
erllcated and sent to various markets depends entirely upon the demand fa¬ 
thom. If the export demands are shut out. their collection is correspondingly 
(•educed. And there is no increase in the supply of the . meal. ThUre are 
many varieties of horns such , as deer and elk-horns used for decorative dnd 
ornamental purposes which sell at a high price. The stoppage of their e-kpofts, 
when the, foreign exchange earned hy their export would pay for a, very much 
larger quantity of chentical fertiliser which can be imported, is in our view a 
mistake. Spine quotas for exports of horns haVe been already granted. We 
think that horns should be allowed to'be exported without 1 ’ tiny licencing 
restrictions. 

4. Crushed Bones.—fh is commodity had its largest market in Belgium 
ynd earned us hardcurrency. Bone-meal, the bv-produot, has to be sold to 
Government for fertiliser purposes af a stipulated price. The, prio of crushed, 
bones in the buying markets has of late slumped considerably. The industry 
finds working uneconomic as it says the prim of bone-meal which finvam- 
ment pays and the overseas price’of crushed bones together nre not- euftfafant 
fa meet the present high cost of production. Many- of the mills are working 
below capacity and some of them close down periodically. Neither exports nor 
the .supply of bone-meal to (jovernment arc at asatisfactory letfSl. . One way 
fa remedy the situation would be to increase the price of drone-meal, A ffifa.l 
price fay bone-menl will alw.ays bp liable", to. bo either too ’ high' oi; t<v>- jovy 
aepeiYding upofc tile market price for crushed bones \vbrch J ig fixed bvft 



Subject to ordinary market fluctuations. In the circumstances, it seems to [f.f 
tJi.itiic nest course wou.ti co to remove contra* trout bo ill crushed bonus and 
bone-meal and lor Government to buy its requirements of hoiui-iHeal on com¬ 
petitive terms at international prices. This will probably result in a larger 
volume of exports and a larger . bone-meal supply to Government than at 
present. The niuxmusat.on of prouuctiou and export depends greatly on 
transport facilities for nones and the zoning restrictions should be removed as 
early as possible. 

5. Tyres and Tubus *—We understand 1 that the export of tyre and tubes is 
subject to restriction because Hie raw rubber is not available from indigenous 
sources in sufficient quuntit.es and we depend on limited- imports. The im¬ 
ported raw rubber is much cheaper than the indigenous- rubber. We have no' 
quarrel with a policy of protecting the indigenous rubber cultivation by not 
allowing imports to the extent of making indigenous production superfluous. 
But it' by having larger imports- of raw rubber we are able to increase the 
export of tyres and tubes, we shall he gaining foreign exchange without harm¬ 
ing the indigenous rubber production. The increased import of rubber to the' 
extent required for export purposes will not mean curtailed consumption of 
indigenous rubber. On the other baud, if the proportion of imported rubber 
to indigenous rubber increases the prices- of tyre and tubes- should on the' 
average, come doyviv. 

(“>. Manufactures of wood and Timber .—The Persian Gulf- area is a good 
market for Indium furniture and- oahinetware. I i is true that for timber, we 
rely on imports to a considerable extent. But each ton of furniture exported 
pays for more than twice the values of the timber required to make it. 
Therefore there is a net gain of foreign exchange and to the extent that the 
timber imports profit insufficient for meeting both internal and export require¬ 
ments, extra imports should be allowed. We recommend free export of 
furniture with corresponding' increase in the import of timber if necessary. 

7. Fish .—India lias always been' an exporter of fish. In 1048-49, the value 
of the fish exported was 1-4 crores of Rupees. There is no dearth of fish' 
around our coasts. Exports are however at present restricted by quota i and 
licences. Fish is a commodity in which trading is peculiarly difficult to' 
regulate by the grant of licences arid there is no reason why export should 
not bo made completely free. 

8. Pharmaceutical Products. —During"the war, the absence of supplies from- 
Western countries helped the Indian pharmaceutical industry to And a market 
for its products in the neighbouring countries of Burma ana Ceylon as well as 
in the Middle East and even as far as Egypt. Essentially, the Indian indus¬ 
try is a processing industry. It uses very largely imported ingredients. 
"Restriction on the export of its products due largely to the imported origin of 
its raw materials has affected its exports, seriously, more so, as competition 
from Western countries is once again severe. Recently there has been sonn 
relaxation of restrictions in the sense that medicines which do not contain cer¬ 
tain specified drugs, or the ingredients of which are not predominantly of 
hard currency origin, are licensed for export freely. This arrangement has in 
practice not helped because proving that the composition of a particular phar¬ 
maceutical product conforms to the instructions laid down has presented' 
innumerable difficulties. Each case requires ad hoc examination by appraisers 
who are not themselves technical men. Drugs are often needed at a momenta 
notice and delay in obtaining a licence may mean total loss of business. 

We have throughout emphasised the importance of allowing goods contain¬ 
ing imported raw-materials to be exported freclv. Tn the case of pharmaceuti- 
uu's, we understand, that the price of the finished commodity is many times 
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-the value of its imported' ingredients. As the demand abroad for Indian medi¬ 
cines is not very considerable, even were the policy to err on the side cf libera¬ 
lity, no loss in'the sense of a diminution of essential supplies is likely to be 
caused. The pharmaceutical industry is wording below capacity and produc¬ 
tion has declined for lack of demand. We would therefore have preferred to 
recommend that chemicals and pharmaceuticals should be completely decon¬ 
trolled for export purposes. Tn view however of the tightness of the dollar 
position, however, pharmaceuticals which contain one of the following medi¬ 
cines, namely, Streptomycine, Penicillin and Emetine, should continue to be 
under export control, the rest being free for all export restrictions. 

If export on any large scale is to take place, drugs must he upto the proper 
standard. Even a few cases of bad quality shipped from Tndia will destroy nil' 
possibility of our building up an export trade in this line. We nnderstan 1 
that internally there is control over the quality of drugs produced and a system 
of inspection is enforced at least in some provinces. We consider that ?uch 
inspection should be extended to all areas and if any manufacturer is known 
tn he preparing goods which are not up to recognised standards, the exports 
of these, should be banned. 

9. Tabaaao .—The possibilities of increasing the export of Indian tobacco 
-should he considerable at present since dollar shortage has made many coun¬ 
tries restrict the import of American tobacco. Unfortunately, the production 
of the first four grades of Virginian flue-cured tobacco which arc mainly in 
demand is still not as large as i ( should he with the result that while demands 
for such Tobacco remain nart-'allv unsatisfied there is n surplus of lower grades 
of tobacco which it is difficult to market. Indian tobacco has in the past, 
been mostly taken by the U.K. The interest of the continental countries has 
now been aroused and there are possibilities of increasing tobacco exports to 
Europe. Th» grading of tobacco bns been successful and lias created confidence 
among overseas buyers. An increase in the production of the better grades 
should lead to an expansion of exports—not only of unmanufactured tobacco hut 
also of Indian cigarettes. 

10. Chillies .—Ceylop is the main market for Indian Chillies although in the 

pie-war period some exports went oven to the IJ.8.A. Export of chillies is 
subject to quota and licensing restrictions. The reason for these restrictions is 
stated to be that, free exports may lead to a rise in price. Even if this 

happened, we do not think it would make material difference to Indian con¬ 

sumers since the amount anyone spends on chillies is insignificant. Chillies 
pioreover can be grown Almost anywhere. Jnoreqse in exports is more likely 
to lead to greater production than higher prices. At present on account of 
restrictions in India most of this trade has shifted to Pakistan, while some, 

Indian chillies are reported to be finding their way to Cevlon through Pondi¬ 

cherry. The grant of small individual quotas to exporters is uneconomic and 
is a further impediment to exports. We recommend that restrictions on the 
export of chillies be abolished. 

Jl, Magnesium Ghloridt. —Before world war I, Germany had a monopoly 
in the export of magnesium chloride. Between the wars, however Indian 
production began to be exported to many near and distant markets. World 
war II, when German supplies were shut out, gave a great impetus to Indian 
magnesium chloride which began to be exported in increasing quantities. The 
competitive position of the Indian industry is weakened on account of insuffi¬ 
cient supply of the steed sheets, required for making containers. Increase 1 in 
railway and steamer freights have also affected exports. Increased allocation 
of step] sheets and adjustment of the railway freight would certainly bo 
helpful. 
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12. .Vegetable products (Vanaspali ).—This industry which used to cater for 
the needs of undivided ludiu and whose capacity has been steadily increasing 
is unable to work to full capacity at present and will not be able to do so iii 
the future unless it is able to export. Its natural and established market was 
Pakistan, but' owing tp export restrictions from India that country has import¬ 
ed supplies which were specia ly manufactured for it by Holland and i'Tunce. 
foreign supplies are reported to be cheaper and more attractively packed, and 
although now India has agreed to allow free exporf. to Pakistan,"’not much is 
being taken up by that country." The competitive strength of the Indian 
product in thq Pakistan market can oqly be restored by a lowering in the price 
of Jndian groundnut and groundnut oil—measures for which we have recom¬ 
mended separately. Apart ’from Pakistan, Burma, Malaya, Ceylon and other 
neighbouring countries should present opportunities for Indian vegetable pro¬ 
duct. In Burma import licensing difficujtiea stand in the way arid negotiations 
jit governmental level are necessary for their removal. Meanwhile, it i^ 
important that this item should be removed from the export control notification 
so that lio one able to do business with overseas countries is handicapped. 

13. MyraboUam .—The annual production is estimated to be about 100,(KM) 
forts of whirl} approximately 50,000 tons ape exported to America, Europe aijl 
other countries which need it as a tanning material. 4lthougn a monopoly of 
India, myrabollftms have to face competition from other tanning substances— 
Quebracho from South America and wattle bark front} Africa. Exports us-edj 
to be handicapped by transport difficulties but the allotment of wagons now 
is reported to be satisfactory. The price of Indiarj rnyri}bo1bun has however 
been raised by the provincial sales taxes in Q.p. and Qrissa and the withdrawal 
\>y f|)e railways of the concessional rates of freight to the ports, which were 
* i force till about two years ago. Both thege impediments need to be removed. 

14. Carpet and raw wood.— The export of Indian carpets shows a steady 
Recline since the end qf the war. Its value hi}8 falle.p from 4:7 crores in 1946-47 
to 2'7 crores in 1948-49. Exports to the hard currency countries in 1918-49 
were approximately a quarter of what they were in 1946-47. The only country 
where exports yesojd an increase in the U.JL T^he. U.K’s own production is 
largely catering for the export markets and the domest : c consumer "in that 
country is therefore prepared to buy aqy carpets that the U.K. will allow tq 
by imported. The U.K. market may also be lost pnee British production 
becomes availably for cousqmption in that country. 

The ma\ \ reasons for this fall in export are that the quality of Indian 

carpets no longer satisfies the foreign buyer. This has been largely dub to the 

indifferent quality of the exports in the period when the demand was high. 

Equally, however, there lias been a change in the taste of the buyer and the 
designs and texture which he needs are not what fjie Iqdiqn industry pro¬ 
duces. The Natndas of Kashmir, the Galichas of IT. P. and Drugets of 
Bangalore follow conventional designs and patterns. Their workmanship is not 
as good as it used to he and the quality of the material which they use is 
inferior. Tf this industry is to regain and retain the markets which it had 
found dyring the days of wartime scarcity, it will have to be reorganised with 
Jhq specific object of meeting the requirements of consumers abroad. 

'i’be success of the industry depends verv largely on the supp'v of good dyed 
wor.l yarn at reasonable prices. The finished goods cannot be satisfactory 
without good raw material, and Government must see that suitable yarn is 
made available. Workmanship also reouires to be maintained and new and 
appealing designs have to be introduced. Carnets are produced mostly ns a 
•ottage industry and the. producers require guidance and assistance in catering 
Jor consumers of whose changing tastes they do not have much idea. 
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It has kpen suggested that a ban on the export of yaw woq! or at apy r^ta, 
of tannery w ool which goes" into 'Drugget making will have the effect of 
reducing the price of the raw-material and making Indian carpets more cpmp< 
titive. In the markets of the world Indian wool is known as East lndi^ 
carpet wool. With partition, its supply has been greatly reduced and the 
volume of our exports Jjas gone dowu from 59 million lbs. in 1938-39,' and ah 
average of 45 million lbs. in the postwar years ending 1947-48 to 1$ million lbs. 
iii 194S-49. The U.S.A, takes oyer two-thirds of our exports of raw wool. 
As the lack of raw wool does'not appear to be the reason for'the decline in 
oaf-pet exports, we do not think any restriction on exports i$ justified at present. 
Iii order to regain the U.S. market fior earpetjj, the attempt should be tcj 
adopt better methods of production. Once our exports, of carpets increase, 
we could, ; f necessary, restrict the expert of raw wool to ensure larger supplies 
to the Indian industry. Better grading of yaw wool and fetter methods of 
marketing its exports would fetch much higher values tjpm at present. 

15. Coir matting .—Coir, coir yayn and cpir mattings have been traditional 
items of Indian export, Puring the war years, export- of coir maty like those 
of carpets increased g^ueiderably. Of late, th$re has been a sep’ous drop ip 
exports particularly to U.S.A, which was the main market for coir mats. The 
decline is partly due to U.S. tariff policy protecting the American producer of 
woollen carpets. Equally, hpwevqr, the trade has suffered on account of the 
indifferent quality qf so.me exports and inability to introduce new and variecj 
designs which would appeal to the consumer. Good Workmanship and new; 
designs are very necessary, 

The ipaport of floor covering in most cmjntrieg is subject to various restric¬ 
tions While in the U,S. it is tljp tariff policy which impedes exports, iq 
ptber countries there are import restrictions. Thus in New Zealand, we under¬ 
stand, the import of Indiarj floor coverings is not allowed at p although im¬ 
ports from the U.K. are’ being permitted..' In the U.K.'ity import is limited 
by qr.otas. Negotiaf'ons to havg thegg, restrictions, reipoved should be under¬ 
taken forthwith by Government. 

16. Aluminium utensils .—The Indian industry hft§ always catered for the 
Requirements of the territories now included' in Pakistan. In addition, there 
have oeen exports to neighbouring countries like Burma (ind Ceylon. Kestrio- 
tiqhs on the export of aluminium utensils which began in the days' of the war 
have been' continued much* longer than necessary. This had a particularly 
adverse effect on supplies to Pakistan. Aluminium utensils made in India us.j 
imported aluminium to a considerable extent and sineg thefe is a protective 
duty on aluminium imports, the cost of the finished goods is too high for them 
to have a ready market in foreign markets. A special arrangement to faeilp 
fate exports to Burma was made in the past by allowing drawbacks of duty 
to two of the most important manufacturing firms. This concession however 
applies only to exports by sea. In order that exports to Pakistan may prove 
possible the same concession should be extended to exports by land and all 
restrictions on export should he removed. 

17. Disposal goods .—It has been represented to us that a large number of 
items sold by the Disposals Organisation are of no possible'use in the country 
but are not being allowed to be exported either because they are of American 
origin or because they fall under categories of gobds_ which ' are not generally 
allowed for export. Many of these goods are not suitable for use in the 
country while there are others which can be used po doubt but for which thq 
internal demand is not large enough to absorb all that is available in the 
market. It is obviously desirable that what is not usable in the country 
should be allowed to be exported. Any ad hoc, examination as to whether or 
Spot a particular lot of goods can be uspd in the country whew gn application 
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£or its export is received takes a grpat deal of t'me and very qfteu ipeans tj)a$ 
by the tune permission is given, the overseas bu^or is no longer interested, it. 
is necessary to deal with such cases on Uroud principle rather than by a 
meticulous examination uf each application. Goddg which are unusable in 
India because the power-supply in India is of a different voltage or because, 
petrol for running the equipment is not likely to be available should imme¬ 
diately be placed in the exportable class. Goods which can only be used for 
military puproses piust be treated 3 s surplus since if they were -squired by our 
own army they would not have been sold through the Disposals. These goods 
should also be freely exported though if considered necessary exports may bo 
allowed only to such destinations about wbiclj there is no political or strategic 
.objection. Finally, as regards the bulk of items about whiqjj.no general ruling 
is possible, the instructions shpuld be that if the goods have remained unsold 
internally for any length of time, say one year, ttiey should be considered as 
surplus and allowed for export. 

18. Miscellaneous seeds .—Apart from oilseeds with which we have already 
dealt,there are a number of minor seeds in the exportable category. Thus, 
flea seed and flea seed husks used to have a good market the U.S.A. 
Dillseed, poppyseed, fennelseed, cumfnseed, corriander seed, fenugreek 
seeds, ajwanseed, turmeric etc. also used to be exported to Europe 
and America. There is also a denjand in neighbouring countries. The 
loss of the export trade in these seeds is reported to be due to competition 
among exporters leading to a fall in prices -which in turn resulted in a deterio¬ 
ration of the quality. Thus, several shipments of small seeds going to the 
U.S.A. have been detained and rejected on account of rodent excreta. A etrict 
check over the quality of such exports would revive these markets. 

Kk Tiles .—There is scope for the export of tiles more especially from 
Mangalore. Demands from Australia have for some time past been coming in. 
Unfortunately, the first consignment that went there was not packed as it 
should have been and suffered damage. Since then, we understand conditions 
have improved. For the development of this trade, it is necessary that the 
exact demands of foreign markets b* the matter of packing and specifications 
should be studied. 

20 . Tanned hides .—There is no reason why with the necessary technical 
knowledge raw hides should not be so treated in India as to he equal to tho 
best finished material produced from them abroad. We feel that this is 
a matter which needs prompt action and we recommend that government taka 
it up forthwith. We understand that there is some difficulty about the im¬ 
porting of quebracho from the dollar areas. This tanning material, we are 
told, is most necessary for the industry. 

21. Hemp .—'Hemp has been a source of considerable foreign exchange to 
India and its total exports in* 1948-49 have been valued at Bs. 3-34 crores. 
Though the total quantity exported last year was the highest in recent years, 
it was still well below 1989-40. Another unsatisfactory tendency is the recent 
declining trend in the quantities exported to U.S.A. Production on the 'vholc 
is much below 1039-40 level and if it is increased it should not, he difficult to 
increase exports bv at least 2.1 per cent. Eve y encouragement shouH, 
therefore, be given to the producers to achieve this object. Provision of ade¬ 
quate transport facilities, which has been a serious obstacle to the trade, 
during the last year, direct trade with the continental markets instead of 
through London, re-introduction of concessional railway rates from Shinpu- 
and other centres to K. P. Docks, hotter association of trade with the 
'Apmarking schemes, provision of adequate retting water, avoidance of delnv in 
sampling and r-nding and maintenance of uniformity in these inspects from 
year to year will go a long way to improve the position. 



INVISIBLES 


The main item of invisible exports are shipping, banking, insurance anrf 
tourist traffic. The earnings' from foreign countries by way of these constitute 
nn addition to the country’s foreign exchange in the same way as exports, 
India's earning on these accounts at present is very small, the main reason being 
that our shipping, banking and insurance facilities are not developed and we 
have to rely on other countries for these services. Measures to increase our 
earnings from these must include a development of these services as well as' 
an increasing use of them by Indian trade. 

2. This Committee has obviously no time to examine the development of 
Indian Shipping, banking and insurance. Accordingly it must restrict itsolf to 
genera] observations.- 

8. Banking is largely a matter of confidence. Branches of Indian Banks,- 
particularly if they wish to flourish abroad-, must secure the confidence of these 
who arc to be their constituents. Once that has been achieved, progress is 
hound to be rapid. We understand that restrictions are placed by foreign 
countries on the opening of branches of Indian banks. It is for Government 
to see that no discrimination is practised against our nationals. 

4. Indian- Shipping services now ply between India and Europe as well as 
India and T T -S. A. We mVlcfstaTid these services are not being utilised by the 
trade to the fullest possible extent. One of the reasons for this is the slow turn- 
round of the steamers, which pick up cargo at different ports of the Indian Coast' 
with delay at each place. This in turn is necessitated bv the non-availability of 
full cargo n't the port from which they commence their voyage. It id often 1 
suggested that »s a positive measure of assistance to Indian shipping and in parti¬ 
cular \\<th a view to increasing our foreign exchange earnings, Government should 
bring some form of pressure, direct or indirect, on trade to utilise Indian Ship 
ping. We feel that this is a matter where there is room for propaganda and publi¬ 
city but not for pressure, f’erforinance will bring its own reward. If Indian 
ships are able to offer as good or bMtef service than foreign ships, there is no 
doubt that they ^ill not lack cargo. Compulsion ol any kind may have un¬ 
desirable repercussions on the volume of our ortporf trade, since Indian 

Service's are still running at not-too-frequent intervals. There is yet another 

danger in any policy of edmpulsiof), namely that the other Countries might 
retaliate. 

f>. Tt is also sometimes urged that- we should insist on all our imports being 

Shipped f.o.b. and all our exports c-i-f. The very fact that the proposal rests 

on the adoption of two different- Systems of invoicing'shows'that it is impracti¬ 
cable. Tf we insist on such a" measure, there is nothing to prevent other 
countries from adopting the snme policy towards us. In particular, it has 
been urged that the shipment of juto goods from Indiu to U.S.A. which takes 
place f.o.b. at present, should row be made c.i.I. Here again it is clearly 
desirable that the shipment should preferably be c.i.f. and’ the option of choosing 
the shipping should remain with the Indian shipper. It is not a case however 
where Government- could or should interfere, particularly as Government’s own 
purchases of foodgrains from the TJ.S.A, are ’all f.o.b.. It is essentially a 
matter to he settled between the Indian shippers and their foreign buyers. 

6. Insurance is again a. matter of confidence. Those who are to insure 
with a branch of an Indian company must fee] themselves safe in its hands and 
must he certain of receiving ns good service as any foreign company can give. 
Insurance companies have often to face a great deal of competition but- in' the 
end character tells and business done on the right- lines with low profits, low 
(f>fpense ratios, and prompt meeting of liabilities will- do much more for the' 
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fejU °U" dii,,s,,ra,1C£ / h art any amount of Government assistance or 

heW L S ,Y OT* 51 ** T** U i,, ' i8t “ d *»• »& long as « have! a fair 
nt d we need not ask tor anything more It j s essential that all foreien a* 

Indian* eS^toSmT ^Eould be surrendered, to the 

la “t S tln ' . lna -“ pa ‘^«, •'company, .does occasionally have to 

ohL 1 « f n t n »t has received. Such a liability in terms of. foreign ex- 
< f - °' T the . Keserve Bank of India and "it is but right and flnmer 
answeJ tnT' 1 "^ f for ^ n ^ chan 8 e shouI( l also come to its credit. Jt is mj 
t h n y th /, 1 ? uch insurnncti companies as do nbt credit their eaminpg 
to the Beserve Bank cannot claim foreign exchange from it If an Indian 
imurance e«np fW operating on, its .own. defaults in any pa v n ent becnu^ of 

re S1 LSL th wi <? ^ el ^f nf ' 5 tU Ministry of Transport is 

EE* . ^ understand_ that various Steps to impYove Amenities hi 
\ // H - a '. e lmder consideration and some arrangements have been cornnletert 
A Committee wjiR tfj»po|fitod which JUlt met in November 1948’’ No tourists 

! 1 t c , 1 bc “*® successful in the next cold weather Tourists 

A thn, ^ !t S *i* 8pCnd a ? 11 it < ? n dollars a week in France during the sutomer 
fherr C 1 I’ll d:Stnn -- to M ,n ani cost Of coming here i^mueh greater 
has to olT^r rb ,10 i ^ aS °Af hy * i considerin 8 *he many Attractions this country 
twentieth of { |> r P of thejinknown and the desire for pdventyro, at least a 

K four wLt moTtbs M *T ■ ** ** week during 

iiwav W, fh > 1 J ‘ h • - Iu " y H?0pp..»n America and Europe long to get 
na7 of th vlnr Had Number to February i, UiebS 

inmost nmf r ^ str , ictl0ns whlch the governments of some of our provinces 

impose and wish to impose pn social life and behaviour conduce to the increase 

? I T'- t . Tt ]S n ? a ! ,8Wer to s «y that the tourist personally \Gll bo exZwt 

£?£H£E‘ ss ” c ”“° s & k»sr is 

A .rt w 2rr4°s„ herc of i 's *ar ^c h "Z " o ° niro '-**>> 

tssrXSak 4 s°r he ■*“**••*»<* •*>*** .oZ»t“Ls 

!m,i f • br , Sf by Indlafl • nationals varv from 5 to 15 per cent of 
total foreign exchange earned. The manner in which this is being done ”s said 
to be the under-invoicing of exports and Ovfer-ihvo'icmg of imports S the difference 

S d «- """* «■* v 

iue nmencan account of the exporter or importer. Although everv pvnwtpr 

i0 . tha JMan ?» vS™ 5 ht 

thi coiect one T a t n f£ P. r ® sent t.° ensure that the declared value is 
staff In India too Km t d0ni . this . responsibility f'aljs on the Customs 

be left, to S il 'f ^^hve arrangements fife-to be made, the task mn 8 t 

^«as?5 tZiSsrzf stSatt h .h™d be. 

Of anv conKicr.mer.fc, ^ *i , We woll ld not suggest the stoppage 
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'9. On the import side, over-invoicing is mentioned as being responsible tot 
a good deal of leakage. In addition, licences are obtained sometimes on false 
pretences and by giving an incorrect and misleading description of what ia 
sought to be imported. Thus, it has been reported that sun glasses were im¬ 
ported against a licence for optical instruments. Evasions like these are 
difficult to check or detect. Consequently the need is all the greater for 
exemplary punishment, when a case is detected. The antisocial character or 
the wastage of dollars has not been realised by the people. Public opinion needs 
to be aroused against individuals who take advantage of their country in this 
fashion 


CONCLUDING REMARKS 

In conclusion, we desire to express our thanks to our Member-Secretary, 
Mi. L. K. Jha. His wide knowledge of the subject we dealt with, remarkable 
industry and diligence, cheerful and amiable personality have been of invalu¬ 
able'assistance to us in our labours. 


(Sd.) A. D, GORWAtA. 

(Sd.) K, D. JALAN. 

(Sd.) J. N. RAY. 

(Sd.) RATLLAL M. GANDHI. 
(Sd.) G. EUTHYMOPULO. 

(Sd.) ABDUL JALIL. 

(Sd.) U. N. BARMAti. 

j(8d.) HARIHARNATH SASTIU. 

(Sd.) L. K. JHA. 


Bombay, 

13 th September, 1949. 
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STATISTICAL APPENDIX. 

BE; T Y ARS OF EXPORTS 
(Based on exports from 1934-36 to date) 



Unit 

Quantum 

of 

Exports 

Best year 
of 

export 

Exports 

in 

1948-49 

food and Drink, etc — 

Tea .... 

. In millions of tbs. . 

405.7 

1944-45 

405.9 

Tobacco 

» 

75.3 

1040-47 

65.8. 

Spices .... 

In ’000 of cwts. 

667.8 

1947-48 

458.0 

Kaw Material 

Coal .... 

. In ’000 of tons 

2008.9 

1939-40 

1132.0. 

Mica .... 

In’000 of Cwts. 

293.9 

1987-38 

339.9 

L&c ■ * a * 


833.9 

1936-37 

490.04 

Hides and Skins Raw 

. In ’000 of tons 

43.8 

1935-36 

12.2 

Manganese ore 

- i r JSjt l 'i 

1001.0 

1937-38 

308.8 

Oil*— 

Groundnut 

In *000 of gallons . 

8702.6 

1 » 0-41 

8900.8 

Linseed * 


3317 5 

It'S 7-48 

2280.5 

Castor .... 

t » * 

6638.2 

1147-48 

3009.1 

Seeds -— 

(*) Goundnut seed 

. In '000 of tons 

835.1 

1988-39 

38.2 

(it) Linseed • 

» tt * 

318.3 

1938-39 

25,0 

(tit) Castor . 

. 

68.7 

1934-35 


Cotton Raw 

* 

762.1 

] 939-40 

76.0 

Jute Raw 

• » 

820.5 

1936-37 

212.7 

Manufactured Articles. - 

Hides and Skins. Tanned 

, In *000 of Tons 

31.9 

1939.40 

14.5 

Iron and. manufactures 

» »» ‘ 

96.3 


12.0 

Jute manufactures 

* » ' 

1083.3 

»■» 

925.6 

Cotton Pieeegoods 

. In millions of yards 

819.1 

1942-43 

340.8 
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TABLE No. I 

Export of principal commodities during the first halves of 1948 and 1949 both in terms of volume and 

value. 


Quantity in 000 of tons Value in Lakhs of Rs. 


Commodities 




Export during lBt 
half of 1948 
(January-June) 

Export during 1st 
half of 1949 
(January-June) 





Quantity 

Value 

Quantity 

Value 

Jute Manufactures 




464.1 

7292 

379.2 

5581 

Jute Raw , 




160.1 

1681 

83.6 

1051 

•Cotton Piecegoods 




106.5 

1150 

166.2 

1483 

Cotton Raw .... 




69.1 

1226 

33.4 

687 

Cotton Waste .... 




32.7 

323 

34.1 

327 

Rides and Skins Raw 




9.0 

318 

0.2 

321 

Hides and Skins Tanned . 




7.0 

615 

8.3 

795 

Groundnut Seeds 




50.4 

363 

38.6 

309 

Lineeed .... 




23.3 

142 

22.3 

131 

Groundnut Oil 




30.4 

524 

16.6 

295 

Linseed Oil .... 




5.6 

99 

3.7 

65 

Castor Oil .... 




13.7 

240 

1.4 

25 

Mica ..... 




10.2 

319 

6.7 

238 

Lac ..... 




j". 15.3 

526 

9.6 

345 

Manganese Ores • • • 

9 

• 

a 

162.3 

87 

269.2 

179 

Tea. 

Vj£ ty 



68.2 

2370 

89.1 

8160 

Tobacco .... 




7.6 

307 

10.5 

458 

•In millions of yards. 










TABLE 

No. II 




Export to Hard Currency Areas during the first halves of 1948 and 1949. 


Quantity in 000 of tons 

. Value in Lakhs of Rs. 







Exports during 1st 

Export during 1st 

Commodities 




half of 1948 

half of 1949 





(January-June) 

(January-J une) 





Quantity 

Value 

Quantity 

Value 

Jute Manufactures 




202.8 

3596 

151.0 

2646 

Jute Raw . . 




21.6 

605 

33.4 

408 

Tea ..... 




9.0 

326 

9.5 

337 

X>ac • • > ■ ■ 




9.2 

298 

4.9 

16$ 

Fruits and Vegetables 





145 

, . • 

193 

Mica .... 




7.5 

219 

3.7 

176 

Hides and Skins Raw 




6.7 

Hi 

4.2 

138 

Hides and Skins Tanned . 




0.6 

82 

0-1 

29 

Cotton Raw and waste 




28.2 

410 

28.4 

391 

Spices .... 




2.6 

64 

3.6 

162 

Oils ..... 




4.9 

87 

1.1 

29 

Manganese Ores 




96.3 

48 

182.4 

119 

Others . 


• 



380 

•• 

354 


TOTAL 


• 


6437 


6046 
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TABLE No. Ill 

Export of JuU manufactures to principal countries during the first halves of 1949 and J94S. 

Quantity in 000 of tons. 
January-Juno 1949 January June 1948 


U. S. A. 
Australia 

V. K. 

Argentine 
Pakistan 
Thailand 
Chile 
Burma . 
Canada 
Newzealand 
Other Countries 


91.8 
46.6 
43.5 
32.2 
19.4 
7.8 
7.4 
7.4 
7.1 
6.7 
109.3 


126.3 

59.3 

63.4 
26.1 

1.7 

4.8 
7.0 
9.1 

14.7 

7.3 

144.2 


379.2 


464. I 


TABLE Nc i IV 
Bai a KCE os Payments, 1948 
Current Transactions 

(In crores of rupees) 




P©cei^t8 

payments 

Net. 

i. 

Merchandise^ 1 Experts f.o.b., imports c.i.f.) 

, 433.7 

476.4 

—46.5 

2. 

Non-monetary gold movoment .... 

* . > 

0.1 

—0.1 

3. 

Foreign tarv ol . , 


4.1 

—4.1 

4. 

Transportation ...... 

! ” 4.6 

9.0 

—4.4 

6. 

Insurance 

, 1.7 

3.4 

—1.7 

0. 

Investment, 1 ncome ...... 

12.2** 

30. Of 

—17.8 

7. 

Government, nek included elsewhere 

. 24.0 

105.61f 

—80.4 

8. 

Miscellaneous ...... 

26.1 

16.2 

+ 9.9 

9. 

Donations)} ....... 

. 16i0* 

5.8 

+ 10.2 

10. 

Unclassified ....... 

23.2 

14.6 

+ 8.6 

11. 

Total Current Transactions .... 

542.1 

664.6 

— 122.5 


Errors and O missions . , . . . ,, 1.5 


♦Receipts under this item are likely to include some on account of insurance and freight 
charges which it haB not been possible to separate, but both Receipts and Payments exclude 
transactions under Government barter deals. 

•♦Includes the interest on the sterling assets of the Reserve Bank of India. 

fThis figure is composed of receepts by mission any institutions remittances from Indians 
abroad (of whioh a provisional estimate has been made), and other unilateral transfers into 
the country. 

fA provisional estimate to be verified later when the Census of Foreign Investments 

complete. 

^Includes the amount of Rs. 60 crores paid for stores under the terms of the Indo-U.K' 
Financial Agreement. 

§This figure is composed of receipts by missionary institutions remitanoes from Indian,® 
abroad (of which a provisional estimate has been made), and other unilateral transfers into 
the country. 












